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PRESERVING AND 
STRENGTHENING MEDICARE 


WEDNESDAY, MARCH 16, 2016 

U.S. House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Health, 

Washington, DC. 

The Subcommittee met, pursuant to notice, at 10:02 a.m., in 
Room 1100, Longworth House Office Building, Hon. Pat Tiberi 
[Chairman of the Subcommittee] presiding. 

[The advisory announcing the hearing follows:] 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON HEALTH 

FOR IMMEDIATE RE T, EA SE CONTACT: (202) 225-3943 

Wednesday, March 9, 2016 
No. Hi^oe 

Chairman Tiberi Announces Health Subcommittee 
Hearing on Preserving and Strengthening 
Medicare 


House Ways and Means Health Subcommittee Chairman Pat Tiberi (R-OH) today 
announced that the Subcommittee will hold a hearing on “Preserving and Strength- 
ening Medicare.” The hearing will take place Wednesday, March 16, 2016, in 
Room 1100 of the Longworth House Office Building, beginning at 10:00 a.m. 

Oral testimony at this hearing will be from the invited witnesses only. However, 
any individual or organization may submit a written statement for consideration by 
the Committee and for inclusion in the printed record of the hearing. 

DETATT,S FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit written com- 
ments for the hearing record must follow the appropriate link on the hearing page 
of the Committee website and complete the informational forms. From the Com- 
mittee homepage, http://waysandmeans.house.gov , select “Hearings.” Select the hear- 
ing for which you would like to make a submission, and click on the link entitled, 
“Click here to provide a submission for the record.” Once you have followed the on- 
line instructions, submit all requested information. ATTACH your submission as a 
Word document, in compliance with the formatting requirements listed below, by 
the close of business on Wednesday, March 30, 2016. For questions, or if you 
encounter technical problems, please call (202) 225-3943 or (202) 226-3625. 

FORMATTING REQUIREMENTS: 


The Committee relies on electronic submissions for printing the official hearing record. As al- 
ways, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format 
it according to our guidelines. Any submission provided to the Committee by a witness, any ma- 
terials submitted for the printed record, and any written comments in response to a request for 
written comments must conform to the guidelines listed below. Any submission not in compli- 
ance with these guidelines will not be printed, but will be maintained in the Committee files 
for review and use by the Committee. 

1. All submissions and supplementary materials must be submitted in a single document via 
email, provided in Word format and must not exceed a total of 10 pages. Witnesses and submit- 
ters are advised that the Committee relies on electronic submissions for printing the official 
hearing record. 

2. All submissions must include a list of all clients, persons and/or organizations on whose 
behalf the witness appears. The name, company, address, telephone, and fax numbers of each 
witness must be included in the body of the email. Please exclude any personal identifiable in- 
formation in the attached submission. 

3. Failure to follow the formatting requirements may result in the exclusion of a submission. 
All submissions for the record are final. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TDD/TTY in advance of the event (four business days notice is requested). 
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Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 

Note: All Committee advisories and news releases are available on the World 
Wide Web at http:llwww.waysandmeans.house.govl. 


Chairman TIBERI. Good morning. This Subcommittee will come 
to order. Welcome to the Ways and Means Subcommittee on Health 
hearing on preserving and strengthening the Medicare program. 
This is my first hearing as the Chairman of the Health Sub- 
committee, and I would like to say thanks to this Committee, this 
Subcommittee, for giving me the opportunity for a good discussion 
today and in the future about health care. 

And I would like to welcome also to the Committee new Members 
of the Subcommittee: Mr. Paulsen of the great State of Minnesota 
and Mr. Lewis of the great State of Georgia. It is great joining you 
two, as well. And I am sure, knowing both of them, they will be 
valuable additions to our Subcommittee. 

Another year and another round of seniors have become Medi- 
care-eligible, navigating through a difficult program at times. In- 
stead of more choices today for those beneficiaries, this year there 
are fewer choices. Obamacare’s raid on the program and the in- 
creased regulatory burden on providers piled on to the outdated 
structure of traditional Medicare benefit is causing today’s seniors 
to be inundated with an array of confusing deductibles, coinsur- 
ance, co-payments with no protection from high healthcare costs 
unless they enroll in a private plan. I experienced that with my 
mom and dad on Medicare during a long Thanksgiving weekend, 
going through a number of different things that were mind-bog- 
gling. 

Despite major improvements and innovations in the healthcare 
sector that have transformed how care is delivered, traditional 
Medicare has barreled through the last 50 years on the same tra- 
jectory of increased costs and little innovation. And now we see in 
the Obamacare exchanges the same kind of bureaucratic nonsense 
that is driving up costs for beneficiaries, while disincentivizing per- 
sonalized care: plans have one-size-fits-all requirements directed 
from Washington bureaucrats, not from patients or providers. 

Yet while the Administration continues to struggle to implement 
Obamacare by setting government standards for benefits and care, 
this Committee will begin the long look at how to make sure the 
patient is at the center of healthcare decisions. That begins with 
long-overdue reforms to the outdated Medicare benefit. 

It is time to continue those efforts sustained by the Bipartisan 
Policy Center and other bipartisan partnerships like Bowles-Simp- 
son and Thomas-Breaux, to bring true entitlement reform to tradi- 
tional Medicare. Their research, modeling, and their work over the 
years to advance long-overdue reform has been critical. 

Updating the Medicare benefit design will bring the program into 
the 21st Century and meet the needs of current and future seniors. 
These reforms would bring the traditional Fee-for-Service benefit 
up to the standards that 17 million people, nearly 32 percent of en- 
rolled seniors, are currently enjoying under the Medicare Advan- 
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tage program. MA plans offer high quality, coordinated care for our 
seniors. These plans also provide stability: largely stable co-pay- 
ments; financial protections provided by maximum out-of-pocket 
limits; and strong incentives under their benefit structures to en- 
courage seniors to receive the most high-value, efficient care pos- 
sible. 

Of course. Medicare Advantage isn’t perfect. But its popularity 
and market-based roots serve as an excellent example for needed 
entitlement reform. For the MA programs to be the bridge to the 
entitlement reform we need, we also need to unshackle the pro- 
gram further. We should repeal such onerous Obamacare policies 
such as the cap on benchmarks and expand ideas like value-based 
insurance design throughout the entire MA program. 

While we are encouraged by the growth in seniors choosing inno- 
vative value-based care through Medicare Advantage, we remain 
concerned about the viability of the overall Medicare program. Con- 
gress must come together. Democrats and Republicans, to find com- 
monsense policies that will ensure the solvency of the program, like 
combining the deductibles under Part A and Part B of Medicare, 
and empowering seniors and providers with choice. 

This will likely mean some hard choices, some education, and 
certainly lots of compromise. The status quo in Medicare is a fiscal 
fantasy, and we need to act sooner, rather than later, to ensure the 
program is around for future generations. I hope that this hearing 
can kick off a robust discussion on what policies we can get done 
to provide for the future of the Medicare program, as well as what 
past policies stand to go as they are hampering our goals to get to 
high-valued, coordinated health care for all seniors and future sen- 
iors, like me. 

So, with that, I would like to recognize the gentleman from the 
great northwestern State of Washington, the distinguished Rank- 
ing Member, Dr. McDermott. 

Mr. MCDERMOTT. Wow. 

[Laughter.] 

Chairman TIBERI. We are bipartisan. 

Mr. MCDERMOTT. Well, in that spirit, I want to indicate that 
one Member of the Committee is inching toward being on Medi- 
care. This is Mr. Kind’s birthday. 

Chairman TIBERI. This is your birthday song. 

[Laughter.] 

Mr. KIND. Thank you. Thanks, Doc. I feel good. 

Mr. MCDERMOTT. Keep feeling good. I must start with an apol- 
ogy. I have to leave this hearing after I make my opening state- 
ment, because in the wisdom of the leadership of this House, they 
had two hearings congruently meeting: this Committee, which is 
supposed to be preparing and preserving — preserving and strength- 
ening Medicare; and the Budget Committee, which is about to 
write a budget to unwind Medicare as we know it. At the very 
same time. 

I am going to go up there. That is more important, because that 
may actually happen. This Committee has met on this issue many 
times before. This is the first committee hearing we have had since 
November of last year. So you know the Health Subcommittee 
doesn’t really amount to very much in the leadership’s mind. 
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And having this hearing again is like running over the same 
thing. The core proposal the Republicans have offered to end Medi- 
care as we know it will have devastating effects on seniors, and 
that is what they are doing up in the Budget Committee. They will 
shift costs onto beneficiaries, create more losers than winners, and 
lead to a death spiral to the traditional Medicare program, if it 
would ever be enacted. 

Now, we all know this. We have been through it again and again. 
It has been rejected over and over again. But we have to have an- 
other hearing here today on it. We will hear the same tired argu- 
ments, but the people know the truth: Republican proposals fail 
spectacularly to meet the needs of seniors. And by putting forward 
these terrible ideas that they are going to put on that budget up 
there, the Majority is showing how out of step they are with the 
American people. It is no surprise, I guess, that the results last 
night are that Mr. Trump, I guess, is going to be the nominee, be- 
cause everybody is angry. They are angry at government for not re- 
sponding to the issues. 

Now, when the American people wanted a defined benefit — when 
you are old, what you want is to know what you have. That is how 
your mind operates. I can tell you, it works. That provides peace 
of mind and health security to beneficiaries. My colleagues want to 
give a radical voucher program — give a piece of paper to somebody 
and say, “Go find an insurance company that will take care of you 
and whatever you need,” not a defined benefit where you know you 
are going to get it, and — no, you are going to go out there and find 
out if the insurance company will do it. 

Now, the American people want a stronger benefit, one with lim- 
ited out-of-pocket costs and access to dental and vision. And now 
hearing coverage. As people live longer, we are going to have more 
and more problems financing the hearing problems that people 
have. But instead, what we get are cuts in benefits. When the 
American people want to preserve coverage, they want to raise the 
eligibility age. Make it go up to 72 or maybe 80 is when we ought 
to start Medicare. That is probably the right time. We could save 
a lot of money that way. 

If we are serious about making sure the American Medicare pro- 
gram remains on a strong financial footing, we should be looking 
for ways to cut the waste and greed and inefficiency in the system, 
not shifting the cost on to beneficiaries, which is what is happening 
today. 

Prescription drug prices are out of control and the pharma- 
ceutical industry is reaping the benefits. Medicare spent $120 bil- 
lion on prescription drugs last year. It has been 13 years, 13 years 
since the Congress sold out to the drug companies by creating Part 
D and tying the social and health service secretary’s ability to ne- 
gotiate prices. Seniors pay 50 percent more than veterans in this 
country because the veterans can negotiate prices but Medicare — 
50 million Americans can’t negotiate prices. And we haven’t had a 
single hearing in Congress since that 13-year-ago decision. I have 
been here on this Committee through that whole period of time, 
and there is nothing. 

We continue to overpay the insurance industry through the 
Medicare Advantage program. Although ACA reduced these over- 
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payments by $156 billion, we have a lot of work to do to crack 
down on widespread upcoding and cherry-picking of beneficiaries. 
And this Committee still has put no effort into scrutinizing the re- 
cent insurance industry consolidation, which is unprecedented in 
scale and threatens to eliminate competition in the Medicare Ad- 
vantage program. 

So, there is a whole series of things we ought to he looking at. 
And I have sent letters to the Chairman — not Mr. Tiberi, but his 
predecessor — but nobody wants to have hearings and expose what 
is going on. Instead, we have these kind of show hearings, and I 
am sorry, Mr. Chairman, I have to go upstairs. 

Chairman TIBERI. Oh, no worries on my part. 

Mr. MCDERMOTT. And stop you from succeeding. 

[Laughter.] 

Chairman TIBERI. Should we warn Dr. Price that you are com- 
ing up? 

Mr. MCDERMOTT. You should tell him I am on my way. 

Chairman TIBERI. Without objection, other Members’ opening 
statements will be made part of the record. 

Today’s witness panel includes three expert witnesses. Thank 
you all for being here today. 

Eirst, Katherine Baicker, the C. Boyden Gray Professor of Health 
Economics, and Chair of the Department of Health Policy and 
Management at Harvard University’s T.H. Chan School of Public 
Health is with us. 

Next, we will hear from Bob Moffit, a Senior Eellow at the Herit- 
age Eoundation. 

And finally, we will hear from Stuart Guterman, a Senior Schol- 
ar in Residence at AcademyHealth. I think we have had you up 
here before, Mr. Guterman, so welcome back. 

With that, each of you will have 5 minutes, and we will begin. 

Ladies first, Ms. Baicker. 

STATEMENT OF KATHERINE BAICKER, PH.D., CHAIR AND 

C. BOYDEN GRAY PROFESSOR OF HEALTH ECONOMICS, 

DEPARTMENT OF HEALTH POLICY AND MANAGEMENT, 

HARVARD T.H. CHAN SCHOOL OF PUBLIC HEALTH 

Ms. BAICKER. Thank you so much for the opportunity to talk 
with you about what I think is a crucial issue for the Medicare pro- 
gram. Medicare has provided invaluable benefits to beneficiaries 
for 50 years now, in terms of financial protection, access to valu- 
able care. And we all, I think, share the goal of ensuring that that 
protection is available for decades to come. 

The right care to the right patient at the right time is what I 
think of as high-value care. It needs to be high quality, it needs 
to be affordable to beneficiaries, it needs to be affordable to the sys- 
tem. And high-value insurance is designed to provide that kind of 
high-quality care to beneficiaries at a price that the whole system 
can afford. I believe a thriving Medicare Advantage program can 
be a crucial component in driving higher-quality care at a more af- 
fordable price. 

And I think there are three ways that the Medicare Advantage 
program can do this. The first is managing the quantity of care the 
beneficiaries get. There is a lot of evidence that there is care deliv- 
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ered to beneficiaries that is, at best, minimally helpful to their 
health and, at worst, actually harms their health. And reforming 
the Fee-for-Service program to try to reduce that wasteful care that 
is not helping anyone and costing the system billions of dollars, 
that needs to be an ongoing effort. 

But there is some evidence that Medicare Advantage plans are 
doing a better job at shepherding resources by steering bene- 
ficiaries to lower-cost, higher-quality sites of care without any 
harm to the quality or health outcomes. And that quality is a cru- 
cial component of what I think of as high-value care. I think some- 
times we hear high value, and we just think costs less. And that 
is no one’s goal. The goal is not to spend less on Medicare. The goal 
is to spend less on stuff that is not helping people, and spend more 
on things that actually improve health. 

The evidence on quality, in my view, is a little more mixed than 
the evidence on quantity of care. But there are hopeful signs that 
the Medicare Advantage program is improving on a number of 
quality measures and provides higher quality than a lot of counter- 
part Fee-for-Service beneficiaries receive in that program. 

If you look at the quality of care that Fee-for-Service benefici- 
aries get in the parts of the country where we spend the most on 
Medicare Fee-for-Service, that quality is much lower in those high- 
spending areas than it is in low-spending areas. That doesn’t mean 
that the Fee-for-Service providers are spending money to harm pa- 
tients. It means that there is a lack of coordination and a lack of 
management of that patient’s care that both results in higher 
spending and results in lower quality, things falling through the 
cracks. And the Medicare Advantage program aims to provide in- 
centives to provide higher-quality care by better managing. 

The last one I want to hit on is something mentioned by Mr. 
McDermott, which is the financial protection provided to bene- 
ficiaries. Medicare is not just to get people access to care; it is sup- 
posed to provide financial protections, so that seniors and their 
families aren’t bankrupted when a really expensive health condi- 
tion arises. And Medicare has done a moderate job of doing that, 
but the basic Medicare program benefit does not provide nearly the 
financial protection that we would like it to. 

Beneficiaries are exposed to unlimited out-of-pocket costs in the 
basic Medicare benefit, which is why more than 90 percent of them 
have some additional coverage through MediGap, through an em- 
ployer plan, or through Medicare Advantage. And MediGap plans 
are not affordable to all beneficiaries. Medicare Advantage attracts 
beneficiaries in part by providing them those financial protections. 

So I think there is enormous possibility in the Medicare Advan- 
tage program to improve quality and keep plans affordable, but 
there are some foundational elements of the program that require 
constant attention that I think reforms would help facilitate. 

We need good risk adjustors, so that plans have an incentive to 
enroll sick enrollees and quality measures accurately reflect the 
quality of care delivered to beneficiaries, so good risk adjustment 
methods are the foundation of all bidding and price adjustment in 
the Medicare Advantage system. 

We need better quality information, both for beneficiaries and to 
underpin incentives for proprietors to deliver high-quality care. No 
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one wants stinting on care in these programs, and quality meas- 
ures help guard against that. 

Beneficiaries need to have incentives to choose the highest value 
plans, too. And this means Medicare Advantage programs com- 
peting on equal footing with other options that are available. And 
I think beneficiaries are going to continue to choose those plans be- 
cause of the more comprehensive benefit that they offer, the higher 
quality care, the better coordinated care. Let them compete for en- 
rollees, but let enrollees share in the benefits if they choose a high- 
er-value plan. That benefits them and it benefits the taxpayers. 

The Medicare program is crucial for beneficiaries, there is no 
doubt about that. But it is posing an increasingly difficult burden 
on Federal budgets. We can’t afford the program as it is in 20 or 
30 years. My hope is that a thriving Medicare Advantage program 
will help drive higher-quality care, while keeping the program af- 
fordable both for seniors and for the system, so that it will be here 
for decades to come. Thank you. 

[The prepared statement of Ms. Baicker follows:] 
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My name is Katherine Baicker. and I am the C Boyden Gray Profetaior of Health Economics in 
the Department ofllealth Policy and Managemeni at the Harvard Til Chan School of Public 
Health. I would like to thank Chairman Tiben, Ranking Member McDermott, and the 
Distinguished Members of the Committee for giving me the opportumty to speak today about 
how we can address the crucial policy challenge of improving the quality and value of care that 
Medicare delivers to hcneliciaries and ensuring that it provides the vital protections they need for 
generations to come. This testimony is derived in part from recent academic work with 
colleagues. 

For decades. Medicare enrollccs have had the choice between traditional fce-for-servicc (FFSf 
Medicare and Medicare managed care plans. Medicare Advantage (M A) managed care plan,s 
often ofl'er more generous benefits or lower cost sharing than the traditional, largely umnanaged 
FFS program, using some of the tools for maniiging care often deployed in private markets ' For 
much of the program’s hrstory. MA enrollees comprised only a small share of Medicare 
emollees. However, over the past decade MA enrollmeni has grown more than 2.5-fold, with 
over 16 million or about .50 percent of Medicare beneficiaries now enrolled in MA plans.' This 
growth has been driven both by enrollment of the newly eligible and by switching from FFS to 
MA. There remains a great deal of vanabilily in MA enrollment across areas (see Figure 1). 

The rapid growth of MA over the past decade has the potential to increase the value of hcallli 
care delivery by using bener msurance design, limiting incentives to deliver low-value services 
relative to those inherent m FF.S. and usuig care management tools increasingly seen in the 
pnvate sector The success of the program in managmg utilisation while maintaining or 
improving quality has been the subject of active resetuch. complicated by evolving payment 
schedules, differing patient pools, and limited data (although MA "encounter data” should 
provide an avenue for more detailed comparisons). 

Tlierc is a substantial body of evidence suggesting that managed care enrollees have lower 
utilization diaii FFS enrollees Utilization rates for services such as emergency department 
visits, days in the hospital, ambulatory surgery, and other procedures liave been estimated to be 
subswntially lower for MA managed care enrollees than for comparable FFS enrollees.’ * 

In addition to affecting the quantity and type of care used, managed care incentives may impact 
the quality of care delivered to enrollees Measuring the quality of care delivered is much more 
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(lifficull than measuring the quantity, and evidence is mixed.‘ The parts of the country in which 
FFS ts the most expensive do not have the highest quality cate (see Figiuc 2) “ There seem to 
have been modest improvements in some (hut not all) measures of the quality of care delivered 
to MA beneficiaries.' Some recent evidence suggests that by coordinating care. MA managed 
care plans generate moderate improvements in the quality of care relative to FFS.'" MA plans 
can also be more innovam e in designmg henelits that better serve members, such as 
experimenting witli hospice benefits, telemedicine, or value-based msutiince design " 

MA plans can also offer better linancial protections than the basic Medicare benefit We need 
health insurance not just because of the cost of health care, but because there is great uncertainty 
about who will need very expensive and potentially life-saving care and when they will need it. 
Medicare should give beneficiancs not just access to medical care, but also protection from the 
risk of catastrophic spending. Medicare by itself offers only limited protection agatnst economic 
rum.'* The basic Medicare bencru lacks a cap on out-of-pocket spending, so that beneficiaries 
are exposed to the nsk of open-ended cosl-shanng This risk is one reason that 90 percent of 
beneficiaries obutm some other insurance - including MediGap (which may not be affordable for 
disadvantaged populations) and MA.'" One of the ways that MA plans attract cnrollces is by 
reducing their exposure to out-of-pocket costs. 

Beyond the elTect of care management on MA enrollees themselves, there is also the possibility 
that belter care management might have wider-ranging efiects. by shifting financial incentives 
and physician practices, a critical mass of patients covered by insurance plans that promote belter 
management could generate spillover effects that change the utilization of other patients in the 
health care system, t^’hile challenging to estimate, ev idence suggests that a higher managed care 
market share can lead to lower utilizauon, willi more binitcd evidence on quality For 
example, parts of tlie country where a greater share of Medicare beneficiaries are enrolled in MA 
may have lower rates of hospitalization and overall utilization fur Medicare FFS enrollees 
(although tliese changes do not necessarily lead to lower FFS program sqiending) 

The MA program thus has the potential to serve as an avenue for innovative coverage that 
provides beiiencianes with choice and flexibility, and delivers care more efficiently without 
observed loss in quality. .Achieving the full potential benefits of the progriun, however, depends 
not just on having high-value plans available, but on payments that foster competition on quality 
and premiums 1'here are of course many challenges m designing an optimal payment sy.steni. 
including creating robust risk adtustment methods that promote beneficial plan competition: 
incentivizmg providers to deliver care of consistently high quality and health benefit: and 
promoting beneficiary choice of high-value plans that are nght for them. 

Risk adjustment methods that adequately capture the future health rtsks of beneficiaries and are 
robust to choices made about patient care (and documentation thereof) are key to muittpic 
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aspects of a well-functioning Medicare Advantage market. Appropriate risk-adjustment 
nunimues plans' incentives to enroll disproportionately healthy patients tl is also crucial for 
accurate measurement of the quality of care delivered Risk-adjustment methods have improved 
substantially since the MA program's inception, but are still sensitive to coding choices.^''^ 

Quality must be both evident to cnrollces and rewarded tor plans and proi iders Beneficiaries 
need enough information to be able to choose the high-quality plan that is best for them - and to 
foster competition between plans on die basts of quality. But quality information alone is not 
likely to be sulficienl: payments also need to provide incentives for providers and insurers to 
deliver not more care, but better care The current Star system can be strengthened both to 
provide better information and to be a more elTcctivc basis for rewarding high-quality care ' 

Aligning incentives for providers and plans to deliver high quality care is important, but 
beneficiaries who choose options dial deliver high quality care should share hilly in the benefits 
Of course, competition between plans works best to improve quality and lower costs when there 
IS real choice among diverse options that all compete on a level playing field. Efforts to promote 
coordinated care delivery must be balanced with promoting robust competition among both plans 
and providers.^ MA plans competmg with other options on equal footing can attract enroUees 
by delivering innovative, higher quality plans with more affordable premiums, generating 
savmgs that benefit both enrollees and taiqiaycrs. 

For more than 50 years, .Medicare has provided invaluable benefits to emollees. but the program 
overall consumes an ever-rising share of federal spending, strainmg the federal budget and 
generating costly economic drstortions A “one size fits all” Medicare program will he 
increasingly dilTicull to maintain.'^ *' A lliriving and competitive Medicare Advantage program 
can be a vital contributor to high quality beneficiary care in a sustainable health care system. 
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Figure 1: Share of Medicare Beneficiaries Enrolled in MA Managed Care 


Soiiive; Baicker nod Robbioii. American Jounm/ of Henllh ScontunUs (20(5) 


Figure 2: Relationship Between FFS Spending and Quality 



Annual Medicare Spending per Beneficiary 
(inllaOoo adjusted to year 2(X)0 dollars) 


Source; Baicker mid Chandra. Heolth Affairs (2004) 
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Chairman TIBERI. Thank you, Dr. Baicker. 

Mr. Moffit, you are recognized for 5 minutes. 

STATEMENT OF ROBERT E. MOFFIT, PH.D., SENIOR FELLOW, 

INSTITUTE FOR FAMILY, COMMUNITY, AND OPPORTUNITY, 

THE HERITAGE FOUNDATION 

Mr. MOFFIT. Thank you very much. Chairman Tiberi, distin- 
guished Members of the Subcommittee, ladies and gentlemen, my 
name is Robert Moffit. I am a senior fellow at the Center for 
Health Policy Studies at the Heritage Foundation. And I want to 
say it is really an honor and a privilege to have the opportunity, 
the rare opportunity, to address the House Ways and Means Sub- 
committee on Health, the most powerful Committee in Congress, 
and one that has such a great influence on the course of American 
life. 

Rest assured, I am testifying today solely in my own capacity. 
Nothing I say here today will represent the views of the Heritage 
Foundation or its management or its board of trustees. 

Mr. Chairman, the Congressional Budget Office recently issued 
a rather somber warning about the state of America’s fiscal health. 
It is impossible, of course, to tackle the growing fiscal problems of 
the Nation without addressing Federal entitlement spending, in- 
cluding Medicare. Of all the Federal entitlements. Medicare rep- 
resents the greatest single challenge. 

Looking ahead, the Congressional Budget Office says that, in 
particular, revenues are going to be — remain steady as a percent- 
age of GDP over the coming decade. But then the CBO says — and 
I quote — the aging of the population and the rising costs of health 
care are projected to substantially boost Federal spending on Social 
Security and the government’s major health programs over the 
next 10 years and beyond. 

We are facing, in other words, serious deficits. We are back to 
trillion-dollar deficits, and we are looking at major increases in our 
debt. The policy challenge is very difficult, but it is not impossible. 
Congress and the Administration need to balance the burdens yet 
to be imposed on the taxpayer with the needs of growing millions 
of enrollees who depend upon Medicare. And to accomplish this ob- 
jective, policymakers should undertake specific structural changes 
to alleviate the taxpayers’ fiscal burdens, while ensuring the finan- 
cial security and improving the medical care of millions of seniors. 

In other words, in short, the job — as Kate Baicker has just said, 
the job is to get better value for the ever-larger expenditure of 
Medicare dollars. 

This morning I am going to suggest that Congress reconsider 
structural changes to the Medicare program, specifically the sim- 
plification of the existing traditional Medicare program. And the 
best way to do that is to combine Medicare Part A and Part B, ex- 
pand the existing policy of limiting taxpayer subsidies to the 
wealthiest classes of American citizens, and to gradually raise the 
normal retirement age of eligibility for Medicare enrollment. 

I am also going to suggest that Congress consider expanding the 
defined contribution of financing, which right now governs the pro- 
vision of prescription drugs and comprehensive coverage and Medi- 
care Advantage to the rest of the Medicare program. Now, these 
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are very broad policy proposals, and I hasten to add they can be 
achieved in different ways. And the fiscal impact of these proposals 
would vary, of course, depending upon such details as the age of 
eligibility, risk adjustment, or payment formulas, or various modi- 
fications in the ways in which these proposals would be imple- 
mented. 

I want to make one other point. Mr. McDermott made this point, 
but I think it is important. None of these proposals are novel. They 
have all been offered before in other contexts. But they all have one 
thing in common. At different times, under different circumstances, 
these proposals have generated genuine bipartisan support. Con- 
gress could and should pursue a generous bipartisan support. 

With regard to the specifics, I think in simplifying Medicare, you 
can start to reduce Medicare’s complexity by combining, as I say. 
Medicare Part A and Part B into a single plan, but then add cata- 
strophic coverage. Catastrophic coverage is the ^eatest single need 
for senior citizens. And at the same time, simplify uniformity. Sim- 
plify the deductible and the coinsurance system. 

If you are going to add catastrophic coverage, you should also re- 
form the MediGap program to make the catastrophic coverage fea- 
ture of your change work well. Right now, under the existing 
MediGap system, we have excessive spending, which actually in- 
creases the premiums for senior citizens in Medicare Part B. 

With regard to the future of Medicare, my own view is that the 
defined contribution programs in both Medicare Part C and Medi- 
care Part D have actually been very successful in providing a wide 
variety of healthcare benefits to senior citizens at reasonable cost. 
This performance that we have had so far offers tremendous oppor- 
tunity, I think in the future, to improve both the quality of care 
for senior citizens and, at the same time, do it in a fashion which 
will be fiscally responsible. 

Thank you very much, Mr. Chairman. 

That concludes my remarks. 

[The prepared statement of Mr. Mofifit follows:] 
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Committee on Ways and Means Subcommittee on Health 
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Robert E. Moffit, Ph.D. 

Senior Fellow 
The Heritage Foundation 

My uaiuc is Robert E. Moflii I am Seuioi Fellow ai The tientage Poimclaiion The views I ex}»rcss ui (his 
lesiiiuouy an; my owu .ukI should noi be cousmiod as rci>rcs«ulm^ aoy ofllicinl position of TIm; Foiiudatioii 

The Coii^iessioiuil Hud^ei Oflice tCBO) has receuiiv issued a raibei somber warning aboul the state of 
America's fiscal health We are laced witli the return of larce annual deficits and a sharp upward bn.tvclory of 
fedenil debt, particnlarly as a percentage ol'oui entire national economy, reaching 76 pereent of GDP by the end of 
this year It is. of course, iinpossthle to tackle our growing fiscal prohleiiis witlioiil addressing le<leral eniiUetnenl 
spending, irichidiiig Medicare. 

or federal enutlemeuts. Medicare presents the most difllctiit rhaUeuge Medicare’s Hospital Iiisuranve Trust 
Fimd faces uisolveucy in 2026. But intsi Tmid uisolveucy is only one uidicaior ofMedicare's fiscal well-being. Tlic 
more uiiponaui issue is Medicate spending. CBO noted that from 2010 to 2015. refieciing the relaiivcly slow 
growtii in Medicare spending. Medicate increased from jmt 3.5 to 3 .6 percent of GDP ' 

To all appearances, however, (he receni slowdown iu Medicare spending Is over For this past year, CBO 
estimated a spcndiiut increase of ahotll 7 percent, the '^fastest rale of growth” since 20()7." Come forward. 
Medicare is piojeetcd to grow from 3.6 percent of GDP m 2015 to 4.7 percent of GDP in 2026. * 

Looking ahead. CUO teports. “Projected deficits and debt Cor the coming decade retied the significant long- 
term budgetary challenges facing the iialion. In particular, although reventies are pro>ecied to remain steadv as a 
percentage of GDP over the couuug decade, the aging of the popnlaimu and the nsmg co.sts of health care are 


’ ConBietSobn*! BudgM 0««c<r. *TaB'Bu<tK'^afwlE«enfl'nKOutiooa 3O16tB^0}6.*(ldnu«rv3Oiai. TAbl«f-5.a. I5S. 
liltws/j'Mnvw.cbi} gBv/siieVil<t9UlV^'icVtl^*'CO<igre)(-301S-3OlGAepons/5II2a-2Olf<Oulloalc.f»ir 
* Congmsunal BwagiM orr>cF'. 'An UpdaMioihv Budget «nd Fconomie Outlook: 202S ie302S.*t Augutt^OIS). p 13., 
ntipv //vwww.cou gov/vtr\/(]«‘l*uli/r>irv ll'Ulwj)«)givtk-il)lS-?01G/repe«i’->/SO7}A BudfconOuliooS 3 pdt 
’ CooBtuvonol BMlBctOaice. 'The Budget end fconomic OuUooiu 2016 to 2026,* fable 3-t,o. 64. 
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projected to suhstaDtialiy l>oo&t federal spendine on ^ial Security and ilte govemiuent’s major heallli programs 
over the next ten years and beyond.*' ** 

The itoltcy challenge is difficult, but not iinpos-sible. Congress and tlie Administration will need to balauice tlie 
burdens lo be imposed on Ike taxpayers, mcluding the lens of tnlhoos of dollars in llir program's long-term 
imftinded obligations, wilk the needs of the growinc inilHons of cnrollees who depend upon Medicare. To 
accomplish this objective, policymakers should undertake specific stmctural ciianges to allevinte liie taxpayers' 
fiscal burdens, wlule assiiriug seniois fiuaucial sccimiy and uiiprovuig theu' medical care; m short, (Ite job is to get 
better value for tlie ever larger expeodmire ofMedicare dollars. 

Coneie&s should thus consider four structural changes to the Medicare program, ibe sunplificaliou of ihe 
traditional Medicate Piogiain by combimng Medicare Parts A and B; expanding the existing policy of Uimliiig 
taxpayer subsidies to the wealthiest classes of coroUces. gradually raismg the nonuut age of eligibility for 
Medicare enrollment: and expanding the defined contnbulioii nnaticing of the Medicare program from }>rescnption 
drug coverage to hospitals and physicians services 

These are broad policy proposals, and they cau be achieved ui diOereui ways Tlic fiscal impact of these 
proposals would vary, of course, and would be scored differently by the Cmigressional Budget OtTIce based on 
technical ciianges or prograiiuiiatic details, such as changes m age eligibility, nsk adjustment or pa^'uieni foruiulas 
or contribution levels, or the various raodificalioos in the ways in which these proposals would be implemented. 

Finally. 1 would add that none of these proposals are novel; they have been ofTered befon.* m other contexts But 
they also have one thuig m common. At dttTercut times, midcr dilTereut crrcuiustaiices. Qie>' have geueraied 
gcinuue bipanistm suppuri Congress can. and should, improve the program m a bipartisan s}.iinL 

SIMPl.fFY THK TRADITIONAL MLOICARF. PROGRAM. 

A lecurrenl ilieuie among health policy analysts, regardless of thetr pohtical persuasion, is that American 
hcaltli caie is overly complex aud confusing, as well as unnecessarily costly. This is Uue m Ihe private sector, but 
equally tnie in (he public sector and no more so than in aadiiioiial Medicare Karen Davis and bei colleagues at the 
Comuiomvcaltli Fluid, a ptomineul prugressivc thiuk tauk. captiucs the curreul problem accurately; ** The 
hagiueiilation of coveiage uito scirarate parts for hospital (Part A) and physician (Part Bj and presciiplioii dnigs 
(Pan Di adds lo the adiuuustraljve cost, complexity, and confusion for lieneCciaries. and hmdcis cooidiualiou of 
care 

Congress can start reduemg Medicare's complexity by combming Medicare Parts A and B into a single plan, 
complete with catastrophic coverage, a suigie deductible and uiiifomi coinsurance. 

The provision of catastropliic protection, the protection of persons from the financial devastation of a serious 
illness. IS Uie very piupou; of any iusimmce arrangerueut. President Reagan tned lo secure that protectiou in 1988. 


* CBD. The awAget and Economic OuOooIr 20IC to 2026.^ (lanuarv 201(1, p 10- 

* Kartn Dawn. Stuart Ctiierman, and faran BanOcak. TTic Altonlabie Care Act and Medicare: How The uw <i CUaniing me Program and the 
Chalieflies That Kemam,* The Commonwealth Fund, (lune 201S), p 18. 
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bill ccrtmu flaws lu ibat parttcuiai tegisiaiive product, luicillan* to die provisiou of caiastropbic coverajce. undercut 
its Qublc puipoM; to provide secuniy aixi iieace of uiiud lo die uaiiun's seuiors 

lu coiiibuiuig Mifdicaie Pans A and B. Cotigress should also uiclttde Medigap refonii. Today. Medtgap plaus 
can aud do provide first dollai coverage, which siunulates excessive ulili^aiioii, and thus generates ever higli^ Part 
ti costs for seiiion eotolled in the progiajii ” 

I hasten to add that pursuing such a set of changes lias the potential tor geneialing consensus. I would remind 
the Cvimniliec that broadly similar proposals were olTercd by Senator John Breaux (0-LA) and Chainiian Bill 
Thomas (R>CA) m 1999. as one of the key recomtneiidalions of the National Bipartisan Commission on (he 
Kefomi of Medicare. Versions of more simplified cost sharing have also been endorsed by the Bipnilisaii Policy 
Ccutei and the National Coiium'ssiou ou Fiscal Res^wusibility and Reform ( Bowles- .Simpsou Couimissiou). 

RKTARCKT MEDICARE SCBSIDIES TO TllOSt MOST l\ NEED 

When Medicare was created in 1965. senior citi/cns were among the poorest of tlie general population and 
roughly lialf did not haw access lo pnvate health oisiiiance coverage. The program thus fulfilled a spcciflc need, 
assisting those who did not liavc coverage with guaranteed and continuous coverage and miprovinc the fmanciai 
security of America's elderly populaitoii. fhe program clearly succeeded in solving iho.se problems. All seniors 
today have imurauce coverage, and. while the population has iteeii agmg rapidly, the Census Btueaii repoits iliat 
(he |)overly rate among semor citizens has simmkeii dramatically, lioiu 35 petceut m 1960 to just 10 percent 
today. 

Ta.xpayen>. through general rovenue transfers, fmanev 75 percent of the limding for Medicare physicians 
services (pail B) and dnig coverage (Part 0). Beiieficiao' preimitms rmaiice ihc remamiiig 25 perceni of these 
medical costs. In sharp contrast to Medicare Part A. Medicare Paris B and D are vohmtnn programs. No person is 
finccd lo enroll and (lay the taxpayer- subsidized preuuuuis 

Today, working families are supimruug an ever larger seuior populaiiou, mcludiug upiKr tucome recipients, 
many of whom are financially belter off than the workuig families tJiai support Iheui As economist Robert 
Sauiuelsoii observed. "Today, younger and poorer workers increasiugly support (through payroll taxes) older and 
Wealthier retirees. Urban loslilttle analysts note, for example, that a mamed couple ratirhig m 2015 that cained 
an average atmual income ($47,800) will have paid an estimated $683,000 in lifetime Mcdicaa* and Social Security 
taxes, and will have secured $1 .038.000 in lifetime benefits in retirement.’ 

Congress has already adopted a policy of targeting taxpayers' subsidies to (hose who need help the most. In the 
Medicare Moderuization Act of 2003 and in tlve Affordable Care Act of 2010. Congress has already leduccd the 

* Based on an analysis at MedMC data, seniors' toral extra fart S O'emiurti payments would amount to S'/O.! btlllen over tKc period 2012 lo 202i, 
See Robert E. MolOl and Orvw Ganshorowski. * Double Coveraee; How it Unw« Up Medicare Costs for Patients and Taapayers.* Hentage raundanon 
Sockprotioder No. 250S. June 4 . 2t)li, 1^ k^aon.aws.son$^140)df/b|^S-pdj 

' See Carmen OeNavas-Walt arsd Bernadette 0. Proctor, "inoomc and Poverty in the Urtiled States:20l4* (Untied States Census Bureau: September 
20tS}, httf> //vAvw cerisus j(Ov/cotiitfnt/d4ni/Centui/‘‘brarv/)}ubltc7ttldr's/2U1S/demo/pbl>-2V2 pdf 

*Mobert J. Samuetsan. the Sooif life end tt$DiK0Mentr rbePmerioonDreomMNie Apr o/fnrMlement (New York: Vintage BeoSs, 1997}. p. 127- 
*C Eugene Si eude and Caleb Quackeobush, "Social Scrunty and Medicare UKeUme Benefits artd faces: 2015 Update." The Urban Institute, 
(September 2015), p.2.hUp://www urban cir^ites/dcraiili/r<ies/allrvsco/i)iiti)nanon |>dti/200(i!78'Sooal-SeirurttY anu-McdKoic-Utctmie Benerils 
wsil-fac es Ddt 
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peuerosity of iAxpayet sut)aidies for upper mcouiv retirees Moreover, tbc Mcdie»ie Access and CHIP 
ReauUiotizatjoii Act of 21)15 (MACRA) requires upper uicome eiuoUccs lo }>By btgliei premiums: a policy ilini 
aOeers approximately 6 perceut of tbe total Medicare iwiHifatjou. 1 would add. lu li)i.s coutexl, Ibai uicoinc-iestiuj! 
of Medicare premium paymeiiu bas not. as some critics fear. re.sulted in an exodus from the program r.vcn witJi 
less generous taxpayer .subsidies for Medicare Part B aud Medicare Pan D, Medicare’s large pooling of mbs and 
guaranteed issue covcrai^ is a major financial advantage to all emollees. including very wealthy benenciativs 

Id tlus area as well, there is a potential for consensus. In his recent Budget submission. President Obama lias 
proposed, as be has done previously, raising Medicare preiniiinis for higher income eamllees. such tliat 25 peivenl 
of all seniors would eventually pay higlier Medicare premimns. Bui Cougiess could secure major savings and 
reduce laxpayeni’ burdens by iiK'rcasiug the uumbei of Medicare beuenciancs who pay higher Medicate premiums 
born 6 to just 1 0 perceut of Uie total Medicare popiilaitou This could be down by rc-seituig the mcome threshold 
for higher Medicare premium payuieui at S.55,000 for individuals, which is, as noted, well above a single perM>u's 
average annual income (in 2015 dollars) estimated by Urban institute analysts at $47. itOO For couples, the 
beginning lliieshold could be lowered lo SI 10.000. well above the average annual income of a two earner couple at 
$05. 600. “ Below those mcome levels, the bcnericiaries would be entitled, as they arc today, lu 100 percent of the 
srandard taxpayer subsidies, .^bove those levels, premtunis would gradually increase. Instead of the shaip. cliff- 
like mcreascs that characieriirc cuireut law. Medicare ptcimmus would nse gradually with mcrcmciiial mcreascs in 
amniai iucoiiic Part B aud D prcmimu.s would mcieasc 1.8 jseiccnt for every SIOOO mcrease m income above the 
milial mcome tlircsholds for mdividuals and couples. 

Medicare Part B nnd D aa* votunMn programs, with three quarters of total funding coming from taxpayers' 
general revenues: and the sfiare of general revenues as a soiucc of Medicare fimding is steadily increasing As 
Saiimelson also observes. "The central question is an enduring one; How do we help those who can’t help 
Uietusclm without also tcuipluig those who could help themselves tiom becoimug depeudent on govetumeul?" 

While the Cougiess musi make wise judgmeuts about what is "due" lo beueliciancs. the Cougrc.ss must also 
detemune what is bair I'oi taxpayers ft is clearly unjust for one generation to saddle generations yet unborn with 
inouurau)OU.s debt that undennmes their own economic future. If entitleineni spending ls not restrained, the 
consequence will be sbnnkagv of economic opportunities and a lower standard ofliving fur young Aaieticans. 

Congiess must thcielba* address the cousequcnces of currenl policy on younger penons who arc working, 
raising faiiiilies. and saving and trying lo provide for their own letireinent In this context, a secondaiy. but 
nonetheless inipotlant. consideration is this: Should taxpayers subsidi7e. Ihnnigh entitleineni spending, the 
wealthiest cohoil of .\menca's retired popniation at all, say. those with annual incomes above SI 65.0007 My own 
view is tliai they should not be required to do so. 

* '!h«te is some concpm that proposals to rais« premiumi fo* htghcr income benehdarics couW lead some to drop out of Medicare l^rt B and/or 
t*art D. wtMch could result In hintwr premiunis lor others who remain in MiMicare, assurrunit the htihvr inronse benenoanes who disenmtlment is 
reiatwelv healthy However, to tar, there « no evidence that higher income be<»ef>cianes are dropping nut of l*art B and Parr D m response to evisting 
income-related prenMums.' Katter Family foundation, horttyOphorstcirrsromMnPcore /or rhefurure.lartuary 29. 2013, p. 24. 
http //kff ot^mediLarc/rvpo't/policy^OCDnt ic sutiant incdiiarc-rcv-thc-luiu'c/ 

^ Steurte and Quackeribush, 'Social Sccunty and Medicare Utehme Benefits and Taxes.- 2015 Update," p 17. 

"Samuelson, ffie Good t(fe orxf Us IXsoonreno, pp. 253-2S4. 
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CONGKESStONAL TESTIMONV 


RESET MEDICARE’S ELIGIBILITY’ AGE FOR THE TWENTY FIRST CENTITIV 

Medic:ire's lumtial age eligibibly-65 yean — ba.s bceu biMoncally lied (o Social Secuiity eligibility, wbicb was 
Axed by law m 1935 aiiiidsl the Great Depressiou Social Secuiity has since changed its nonnal age of eligibiUty to 
67. 1 beie have been no changes in Medicate, even UjoU]^) the ecciooniic. deinogia|)hic and social condiiinm of the 
United Stales have changed dranialically since Medicate was enacied ui I965 

Vbere are sound reasons for reconsidering the cuneut age of Medicate eligibility'. First, as noted, .\)neni:au.s* 
life expectancy and our deniogmpbics have changed dramatically President Fianklm D Roosevelt and Congress 
enacted Social Security in 193!*. and set llic age of eligibility nt 65. This was a safety net prognmi, and Uial age 
eligibility was set when the average American life span wa.s tongbly 62 years. Dy 1965. lunvevei. American life 
expectancy liad increased to 70.2 years. By 2030. it will reach iiiipioxmtately years of age 

Amenca is rapidly aging, (a 1965 when Medrcaa* was enacted there were ronglily 4.5 workeis foi each 
beneficiary Today, that ratio is slighily more ihan 3 to I. But the Medicare tnisiees project ihai eninllineiil will 
ri.se sbai^ily from over 55 imlliou today to more Uiaii 82 luilliou ui 2030. And by dial tune, ilicre will be slightly 
more Ilian just two workers for every Medicate beuenctary. This will inevitably uupose senoiis pressna^ on 
laxpayets. ciwoiirage even lougher Medicare iwyiucui reductions aOcciing .seniors, or some unhappy coiubiuaijou 
ofbotli 

Second. Congress should consider die positive potential of .\mericaiis working longer, and the uiuneiise social 
benefits of lappmg into the know ledge, skills and talents of older workers. This is particularly appropriate m light 
of the decline in workforce participalion. projected to reach a low of 62.1 percent in 2019 According to a CBO 
analysis, gradnally raising the Medicare age of eligibility to 67- and thereby tracking die policy already adojited 
for Social Security- -will increa.se workfun-'C participation among those 65 and older ** Among baby boomer 
professiouals especially, more and more of them are already cboosuig u> work longer, and enjoy doing so '' 

Haismg the age of eligibility to 67. thus tracking Social Security, is die most pfomment propo.sal fm resetting 
the uonual age of Medicare ehgibility. But Congress should also explore the option of gradually raising the uonual 
age of eligibility for both Medicare and Social Seciuity to age 6S over 10 years and ihca*affci nidcxuig the nonuai 
age of eligibility to longevity. If Coitgress were to pursue diLs idea, it might be worthwhile cousiderutg a lax 
policy to encourage continued participation iii the labor force .\ny person, regardless of income, who works 
beyond the uonual reurement age, could auloiiiatically qualify for a special annual dcduclion or lax break. The 
Congressional Biideet Office should be able to piovidc some valuable insights on the potential unpaci of such a set 
of combined policies, particularly in sconng them for their macroeconomic effects 

**ibld.o 44. 

^ love* Manchester. * How W«H Okter Peeole's aarttclpatlon in ih« labor Forte 6e AffeneU try The Cominf increase in FuN a«uremenl Aft for Soclel 
SecurUY^ Concrewlonal OiKiget Office. {January 9. 2013). i>tirM.//wwvi.cbo.sov/oiibfkat*Dn/4)aM 

** See* A ailliDn Shades of Grey.* The fcononHst. Aohl 26. 2014. nttp://www econo*niu.com/ncvut/lea«ers/2l60L2S3-afoin(-ec.onofflv»wia'be- 
aowei^nocnore- uneciMhoneunktss poucy startwh anging^now 
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COMGilESSIONAL TESriMOMV 

Ouce ;igHui. Cougtc&s bas the poiciiiial fot reachiug cou^sus ou (liis issue Dmmg his 2011 (iLsciissious with 
cougiessiouAl leaders oil ibc dcbi ceiling. Presidcui Obama agreed, at least briefly. wiUi raismg ihe age of Medicare 
cligiliihty to 67 I uole that Alice Rivbu. a senior feQow at the liberal Brookings lustitiiiiou mid formei Director of 
the Cougressional Budget Oflice (CBO). as well as William Oalstou, a fortiier doinesiic poUcs* advisor to 
Pre-sidenl Bill Clinton, and the f’oininittee for a Responsible l-ederal Budget, have also eudorsed ratsiug it to 67. 

INTEGR.\TE TRADITIONAL AND COMPETITIVE MEDICARE INTO A SINGLE PROGRAM 

The vast iuBjoht> of tmlny's seniors are enmiled tu a Medicare defined contribution progmin. either ihiougii 
Medicare Advantage or Medicare Pan D. While detliied cotitribiilton fimdiag in other a]inu.sl identical contexts 
(such as plan payment m die FEhIBP) is uoi uoiiURlly rclcircd to as “premium sti|rpon.^ for all practical purposes 
dial IS what it is. Coiigres.s should expand tius tutancing system fur bospiialu'atinu and physician services, establish 
a level playing Held anioug Medicare's third parts' payers, and intensify cninpetiiion for all plans and providers 
Congress sliould reqiure a suiiplilted traditional Medicare plan to compete, head to head with Medicare Advantage 
plans, and other private options as well as employincol based plans 

Under such a proposal, the gos'ermnenl coninbntion to an cmollce's premium could be based on regional 
compeiirive bidding among all health plans, including traditional Medicare, to offer a basic health beiieflls package 
cousisimg of the standard beiicnis of Pans A. B and 0. or lUcu actuarial eqntvalcut. In 20 1 CBO found tlial 
private plans could debver the same level of tieuefiis at a lower inice than iraditioiial Medicare, and cslunaicd the 
wide range of savings (over just six years) from a tow of $69 to a high of $275 billion, depending upon specific 
ussiunptions.'^ 

All plans would be leqiured to offer catastrophic coverage, just as all Medicare Advantage and Pan D do 
today If a Medicare recipient purchases a plan that is less than the amount of the government coninbulioii. Ihe 
recipient could keep that money as cash lebaie oi roll the funds over into a tax free hcalili savings accoimt. If Ibe 
recipient ptircba.scs a plan iliat exceeds the eovemmeui contributiou, the recipient wotiUI pay the additional aiuoimt 
in preraimn 

The Congress .should adjust the gnveruiuent contribution for mcome. jast a.s it adjusts Medicare Parts B and D 
pK'imunis today and conimuc tu improve upon the Medicare Advantage nsk adjustment mechanisms Because of 
Ihe pre-existing mlVasliuctine of such a competitive market is aheady embodied in Medicare Parts C and 0. 
mclnding the process for dissemination of comparative plan informalioii and risk adjustiiieni mechanisms. Ihe 
transinon would be much easier today than it would Itave been wlieii the majority of the National Bipartisan 
C’oiiuuis.Mon proposed such a change m 1999. 

* tcMlav. i!'noiovcr-<Of>nsor«e plans airvady parik‘M(« tn Medicare Part D. and about 3 niilbon Medicare Advartiame eAioNe«s arc also w cnployer- 
sponsorvd heailh plans. Medicare Payment Advisory Com#nc$s»on. MrdPAC Data Boo*, p. 141. 

^ Basir^K payment on an averaiie tM wouW v>eld $69 tullam: basmit payment on in* sccond-towesl plan option would v>etd $7rS billiun. 
Confircssionai fludget OWo, Qpbons^ AedwoMp dir Oefick: ^OJ4~^OI3, (November 2013). p 2U4. 
https'Z/www.cbn gQv/s<icVPcravrt/aies/cb0ri>es/attacniTwnts/4471S-OplM}nsForac<l4ior){Defic>t-3.p(ir 

* Seernt academic research shows progress in the reduction dI adverse seteclion in the Medicare Advantaite program $ce, in particular, Joseph P 

Newhousc. Mary Puce, J. Michael McWilliams. John Hsu. and Thomas G. McGuitc, How Much Favarabie Selection k Lett irt McdicaieAovantaBe?.* 
the National Bureau of Economic Research. Wovtmg Poper 200021, Wot/nng /’aaer Series. (March 2014), 

httpi/Av ww jsbe r org/ pape r s Av200 2 1 
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CONG1igSSION4L TE&TIMOMV 

C oiiipelJiDg bealtli plaoj. and providers (n compete for customers on a stogie level ptayiog field would have 
several advantages Personal choice, clarity in pricing, irauspaiency in performance, combined wilJi intense 
competition among plans and |Koviders would ensure more direct accountability to palieuis and control costs CBO 
has icporled that it could generate senous sasings for seniors and taxpayers alike 

Tlie proposal would reduce govenioicol bureaucracy and regulation ^ Competing beallh plans, not the 
Medicare bureaucracy or its agents, would contract with doctors and hospitals, detemiuie their eniployinenl or 
conditions of pariicipaljou. establish piovidcr rales and conditions of reiiuburseiueui. collect prciiiiniiis aud pay 
claims, and more qmckly and easily incorporate new beiiefiLs. medical neanneiiLs or procedures, and oversee tlie 
quality of medical services 

Tlie proposal would stimulate gicalcr clinical innovalioiL and progressive improvements in care delivery. While 
Irnditional Medicate is strugglms to promote innmauon through admmistrativc payment manipuialions. the 
Medicare Advantage piugraui has already pioneered case iiumagenient. care cmudiiiation. and the expansion of 
preventive care, while Medicare Part 0 has provided Medicare patieuis with a broad array of drug therapies that 
ris’als the geueious levels available to federal workcis and retuees m the Federal Employees Health Beucflis 
Program 

The proposal would discourage the routme congressional micromaiiagetuent and sharply reduce or ehiiunale the 
special inleicsi group politicization of pnemg and procedures that plagues Medicare today. Under such a proposal, 
decisfon-niaking would be radically decentralized - difhiscd among miUions of vntoDecs seeking the best value for 
Uieu- Medicare dollars • and uiatkci pneing would reward the mosi ctricicui medical plaus and ptnviders. 
ComiK’fiug pirns would also be directly accountable to patients and would have powerfiil tuceutives to make fair 
and rnuoual payments to doctors and other medical professionals, while avoiding wasteful spcnduig Plans w’ould 
iiave powerful new market incentives lo combat fraud and abuse simply because any failure to do so would directly 
detract IVoiu tlietr bottom line and undeicul Uieir market share 

These four options for Medicare structural refonn air not exhaustive. But they have been previously proposed 
by very dilTerent analysts of ohen sharply dilTenng political perspectives Vurious versions of these general 
pioposaK have also been scoretl. at one time oi auothei by the Coiigressioual Budget Office, or other mde|icndeiii 
analysts, and m each case (hey show piomisc of delivermg siguificant savings fot the Medicare program, seniors 
and the taxpayers. But the most important reason why these proposals deserve your cousideralioii is that they hold 
promise of making Medicare an even betiei program for curreut and future retiiees. 

Thank you, Mr Chatniian and Membets of the C'omniittec I would be happy to aiiswa any of your questions. 


** Sm CongretUonal Ottlev *A ^rmlum Support Sytiem for Medtatro. Analyut ot illMtiratM* Opliom." Spplrmlwr is. 201i, 

hnpc//«mn« cM jpv/UlcV^lMII/nieyoa la Pr»«n<wmSuppcnr put. 

* As IUfH>CorporMton»»wMRh#rtconUwd»d 'ReducinslhecumulatidoburdPn of rule* MUrrsulattens may unwmoproloulonpItiiliilACtiBn «nd 
enhance pOytinaoV abwtyto focut on pMteni tare ' Mart W Fncdberi, d al., factors Affecting nrysioon Ifrvfessiortet iatfs/acuon. The Hand 
CcKporaUon. p. i. atlp'//ivww i4ncl.Dr)|/p\in>V'*^dirch.reporis/RR439.hltni 
for a cfmtpaniave overview o( tiw pertormarKO el tnme pragy aim, see Oseert Errmet MoftK. PMX. 'Cepamlma Choke Thro*^ Oellned 
ConIrtbuliOiurOv«rcontjngAf*on>Fer1icip4lOrYMeMlh Care EconemV'.Jourrmfo/ low. MeOtifie amt €thics, VoUimvUi, No. 3, (FaUZOri). pp.S6)> 
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COMGHiSSIOMAL TtSTIMOMY 


llie Heritage l oundation u a public policy, research, aud educational organaaiiou lecognired a& exeiupi luidet 
secijon 50i(c)(.1) of (lie Internal Revenue Code It Ls pnvaiely supportdd and ieceive« uo funds from any 
govenuiieni at aoy level, nor does ii petfomi auy goveniuieni or other contract worl 

The lieniage loiuidatioi] is the rnosr broadly supported think tank in the United States. Ouniig 2014. ii had 
hundreds of thousands of individual, foundation, and coi^rotaie supportei^ representing every slate in the U.S. Us 
2014 income came horn tire following sontees. 

Individuals 75% 

Foundaltons 12% 

Corpoiatious 

Program revenue and otlicr income 10% 

file top Ovc corporate givers provided The Heniagc FoinKlatioo with 2% of iLs 2014 income The Heritage 
Foundation's lKX>ks are andiied annually by the national accounting fmu of RSM US. LLP 

Members of The Heritage Fonndalion staff testify as mdividuals discussing (heu own mdvpendent rescamh The 
views expressed arc tbcir own and do not reflect an institutional position for The Henlage Foundation or its board 
of tnislecs. 
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Chairman TIBERI. Thank you, Mr. Moffit. 

Mr. Guterman, you may proceed. You have 5 minutes. 

STATEMENT OF STUART GUTERMAN, 

SENIOR SCHOLAR IN RESIDENCE, ACADEMYHEALTH 

Mr. GUTERMAN. Thank you, Chairman Tiheri and Ranking 
Member McDermott, and the Members of the Subcommittee, for 
this opportunity to testify on preserving and strengthening Medi- 
care as it enters its second 50 years. I have been working on Medi- 
care issues for many years, and I have seen and had the privilege 
of participating in many of the innovative changes that the pro- 
gram, in fact, has implemented over the years. And I am also well 
aware of the challenges faced by the program. 

Also, I have seen my elderly parents and the way they have been 
helped by Medicare’s coverage and access to care it provides, and 
also how they have been hindered by the fragmented nature of 
health care provided in this country. 

Medicare has been a tremendous success over the years in ensur- 
ing health and economic security of the Nation’s elderly and dis- 
abled, and it has been influential in shaping the U.S. health sys- 
tem, improving the quality of care, and contributing to medical 
progress. At the same time, like the rest of our healthcare system. 
Medicare faces considerable challenges. Rising costs affecting both 
the Eederal budget and beneficiaries are an ongoing challenge. 
Medicare’s benefit package, while rated highly by beneficiaries for 
enabling their access to care and protection from financial hardship 
and medical debts, can provide better financial protection for bene- 
ficiaries with low income and serious health problems. 

It is imperative we continue to improve the program and ensure 
its viability into the future. But, at the same time, we must be 
careful not to throw the beneficiaiy out with the bath water, not 
to hinder its effectiveness in carrying out its basic mission of pro- 
viding access to needed health care for a vulnerable and growing 
number of aging and disabled Americans. 

In my written testimony I describe some of the issues Medicare 
faces, and offer some suggestions for improving its performance. 
And I will focus briefly on some of those suggestions. 

First, of course, slowing health spending growth is a problem 
that, again, is felt both in the public programs and in the private 
sector. In fact. Medicare spending per beneficiary has grown much 
more slowly in recent years, compared — even compared to the pri- 
vate sector. And solvency of the Hospital Insurance Trust Fund has 
been extended until 2030. But it is still an issue. 

Medicare faces a great challenge as the Boomer generation born 
after World War II ages into coverage. By 2030 the number of 
beneficiaries is projected to rise more than 50 percent. But that 
raises the question of if America has made a decision to produce 
more elderly people, which I think we have — and I don’t see any- 
body objecting to that decision — shouldn’t we be willing to accept 
and deal with devoting more resources to that higher proportion of 
the population? 

Still, policymakers are confronted, especially with the slow 
growth in per-beneficiary spending, on how to control the growth 
of Medicare spending. But I do suggest that there is also a revenue 
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side that, as has been mentioned, is projected not to increase over 
the years, even as the proportion of Medicare beneficiaries grows. 

Again, the fact that Americans are living longer should be con- 
sidered a success. Other countries have older populations than 
ours, and manage to spend much less on health care than we do. 

We need to, as Dr. Baicker said, reduce variation in cost and 
quality. I think the fact that that variation exists and the fact that 
cost and quality don’t vary together provides us with an indication 
that there is an opportunity to improve quality without necessarily 
increasing costs. And, in fact, maybe even saving money. 

As Dr. Moffit has suggested, aligning benefit design with system 
goals would also be a desirable policy initiative. We have — with col- 
leagues from the Commonwealth Fund, where I used to work, we 
published a paper that calls for combining not only Parts A and B, 
but also Part D into a comprehensive Medicare benefit with cata- 
strophic coverage. And one other attractive feature of that is that 
it makes the Medicare program operate more on an equal footing 
with the private plans in Medicare Advantage by providing more 
comprehensive coverage. 

We need to focus on improving care for beneficiaries with com- 
plex conditions. The Medicare program has engaged in a number 
of initiatives in that direction. And it needs to do more. And there 
is potential for a fair amount of monetary savings, if care for that 
population is improved, because they account for a high proportion 
of spending in the Medicare program. 

Long-term services and supports is something that really scares 
me about growing old. That is something that Medicare currently 
doesn’t cover, but it is something I would suggest needs to be paid 
attention to, as the tsunami of aging Baby Boomers starts to hit. 

And finally, balancing the roles of traditional Medicare and 
Medicare Advantage to bring out the best in both programs, and 
benefit the Medicare program in general. What is now the Medi- 
care Advantage program was intended to provide a more efficient 
model of care for beneficiaries and greater choice. 

But remember that Medicare Advantage plan payments overall 
still exceed traditional Medicare spending in much of the country, 
and that relationship varies not only by geographic area, but also 
by type of plan. HMOs currently are the only type of MA plan with, 
on average, lower cost than traditional Medicare, and there is even 
wide variation in both efficiency and quality among — of individual 
plans, even in that group. 

So, when we talk about Medicare Advantage, we shouldn’t talk 
about it as one program, like the traditional Medicare program is. 
We should talk about it in terms of rewarding the best and most 
efficient and most effective 

Chairman TIBERI. Thank you. 

Mr. GUTERMAN [continuing]. Private plan, so that they can 

Chairman TIBERI. Thank you, Mr. Guterman. 

Mr. GUTERMAN [continuing]. Provide an appropriate counter- 
point. 

[The prepared statement of Mr. Guterman follows:] 



27 


PRESERVING AND STRENGTHENING MEDICARE FOR ITS 
CURRENT AND FUTLfRE BENEFICIARIES 

Sluart Gulemiaii 
Senior Scholar in Residence 
Aeademylleultli 

Invited testimony 
U.S. House of Representatives 
Committee on Ways and Means 
Health Subcominittee 

Hearing on Pi-eserving and Strengthening Medicare 
March 16.2016 

t he vicNVs prcscnicd here are those of the aulhor and not necessarity those of AcadcravHealih or its 


directors, officers, or stalT. 



28 


PR1-:SERMN<; AND STRENG TIIKNING MEDIC ARE FOR ITS 
(T RKENT AND FI Tl RE BENEFKTARIES 

Thank you, C hmmian Tibcri. Rimking Member McDermott. anJ Members of the 
Subcommittee, for this invitation to testify on policies to preserve and strengthen 
Medicare as it enters its second 50 years. I am Stuart Gutemian. a Senior Scholar in 
Residence at Academy Health. Academyllealtli is an organisation that works to improve 
healtli and tlie performance of the heultl) system by supporting the production and use of 
evidence to infomi policy and practice. 

I am glad to be able to speak to you on this topic, because I have been working on 
Medicare issues for many years, at the C'ummomvcaUh Fund from 2005 to 2015, tlic 
Centers for Medicare and Medicaid Services (C'MS) and its predecessor, tlie Healtli Cure 
Financing Administration, in the mid>1980s and again from 2002 to 2<K)5, and at the 
Medicare Payment Advisory Commission (MedPAC) and its predecessor, the Prospective 
Payment Assessment Commission, from 1988 to 1999, as well as at the Congressional 
Hiulgct Office (CBO). I hove seen — ond had tlie privilege of participating in — the 
innovative changes that the program has implemented over the years, and also been 
aware of the challenges faced by the program, 

In addition, many of us with elderly parents or other loved ones know how they have 
been helped tremendously by Medicare's coverage and the access to cure it providcs- 

I 



and also hindered by the program's sboricnmings and the fragmented nalitre of health 
care provided in this country. 

Medicare beat a tremendous success in accomplishing its main goal, assuring Uic health 
and economic security ofOie nation's elderly and disabled. It has been innucntial in 
shaping the U S. health system, improving the quality of care, and contributing to 
medical progress. 

At the same lime — like the rest of our health system — Medicare faces cun.siderabte 
challenges. Rising costs. atTccting both the federal budget and bcncnciarics. arc an 
ongoing challenge. Mcdtcaie's benefit package, while rated highly by beneficiaries lor 
enabling their access to care and protection from financial hardship and medical debts, 
falls short in providing Imancial protection for beneficiaries with low incomes and 
serious health problems. Fragmentation ofeoverage into dilTcrcnt plans tor hosi)ital, 
physician, and prescription dnig benefits is confusing for beneficiaries and undermines 
coordination of patient care: and because Medicare co\'crs only a portion of medical 
c.xpcnscs. most beneficiaries supplement Medicare with other coverage, adding to 
complexity and administrative cost. Better strategies are also needed to serve the growing 
number of beneficiaries with complex care needs with physical and cognitive functional 
limitations and multiple chronic conditions symptoms of an aging population. 
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Wc ha^ c a historic imperative lo continue to imp^o^ c the program and ensure its viabilily 
into the future but, at the same time, we must be careful not to hinder its elTectivcness 
in carrying out its basic mission: providing access to needed health care for a vulnerable 
nnd growing number of aged and disabled Americans. In Utis testimony, 1 describe some 
of the issues that Medicare faces and offer some suggestions for impro\ ing its 
pcrfomtonec. 


iMKDir ARK’S KVOLl TION 

As \N e consider Medicare’s current state and the challenges it faces, we need to reniemher 
that it has evolved over lime. 

Expanded Coverage. While Medicare originally covered Americans age 63 and over, 
the Social Security ^Xmendmeuts of 1972 extended eligibility to persons under age 65 
who qualify for Social Security’ henclits as permanently di.sablcd (coverage begins 24 
months allcr eligibility for disability benefits) and pcTsons with end-stage renal disease 
(BSRD; coverage begins in the founh month af^cr diolyi^is treatments and extends for 36 
months allcra kidney transplant). In 2014. 8.9 million of the 53.8 million Medicare 
benelkiaries were eligible becau.se of their disability status or i 'SRI).* 

The Medicare Modernization Act of 2003 made drug benefits available to Medicare 
bcncliciahes beginning in 2006, under Medicare’s prescription drug coverage (Part D) 
program. Part D coverage is \ olimtary, and available only through pri\ ate prescription 

.3 
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drug plans; premiums (hcavUy subsidized by Medicare) are paid directly lu the plan, with 
additional subsidies a> ailablc lor beneficiaries with low incomes. In 2014, 37.8 million 
bene lie iaries had prescription drug coverage through Medicare and another 2.7 million 
received retiree drug coverage under Port D.‘ 

Expanded Choice. As an alternative to traditional Medicare, bcnciiciarics can obtain 
their Port A and Part B coverage (and Part D os well) through private health insurance 
plans. The Tax liquity and Fiscal Responsibility Act of 1982 created the Medicare Risk 
Program, making private health maintenance urgaiii/ations (HMOs) and .similar plans 
ovailabic to Medicare beneficiaries. Enrollment initially was small, but it grew rapidly in 
the mid-1980s as managed core became more popular in the private sector as well. 

In 1997. the Balanced Budget Act created a new Medicare K'hoice program to emphosi/c 
pri\'ate plaas as an option for beneficiaries. However, cuts in payment rates under 
traditional Medicare reduced private plan rates as well, causing many plans to leave the 
program. In addition, enrollment fell w ith the managed care backlash of the early 2000s. 

The Medicare Modernization Act of 2003 created the current Medicare Advantage 
program, increasing plan payments and adding more types of plans. Ilic sharply 
increased payment rates attracted more private plans, and the additional benefits tlinl 
plans were able to otTcr because of the high payment rates attracted more bcnciiciarics. In 
2015, an estimated 17.6 million beneficiaries -more ilian 30 percent of the Medicare 
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population obtain their Medicare benefits through private Medicare Advantage plans 


(ExliibiC 1).* 


Exhibit 1. Medicare Enrollment in Private Health Plans, 



««</«»»■ TriM Ftin*. *3P15 AnauwHvport-'' <W«tnu«10^0C 
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Payment Reform. When Medicare was enacted in 1%5, it adopted payment methods 
modeled uticr prevailing private insurance practices al the time. Hospitals Avere 
reimbursed for their allowable costs., and physicians were paid based on local prev ailing 
charges, fhere were no incentives tor providers to control costs — the more providers 
spent, the more they weiv paid. Over the year^, Medicare has implemented changes in 
how it pays providers, generally moving iVom cost-based reimbursement to prospective 
payment; but it still pays predominately on a t’ce-for-service basis tlic more serv ices that 
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arc provided and ihe more complex ihey are, the more ihe provider gets paid, regardless 
ofliovv much those services contribute to the health ol* the patient. 

Mirre recently. Medicare has made sigmficunt tmprov einents in the original payment 
methods modeled on the private insunince payment practices of the 1960s, and recent 
actions by Congress and the Department ofl-lcalth and Human Services (HHS) have 
focused on accelerating that change.** The Affordable Care Act of 2010 includes an array 
orprovisions that ai'c laying the foundation for fundamental Medicare payment reform, 
linking payment to patient outcomes and experiences of care, and giving providers an 
incontiv e to limit spending by rewarding reductions in the projected spending for their 
Medicare patients.^ 

The Medicare Access and C'lIIP Reaiuhon7aiion Act of 2015 tMA('RA) — passed by lliis 
Congress — pushed Medicare payment reform further fonvard by rq^ealing the 
sustainable growth rale fomiula (SGR), which was intended to counter the tendency of 
fcc-for-scrvicc payment to reward volume and intensity roUier than appropriateness, 
quality, and desirable outcomes, but was widely critici/ed because it produced large. 
acrosH-the-boaid cuts in phy.sician tees, hindered attempts to reform payments, and failed 
to control cost growth.® MACRA pul in place modest increases in physician fees, with 
strong rewards for high pcrfomiance and incentives to participate in allcmalivc payment 


models that rcvs'ard value. 
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In addition, the Sccrclary ofHHS has set a goal of linking 85 percent of traditional 
Medicare provider payment to quality or value by the end of 20 1 6, and 90 percent by the 
end of 2018.’ A recent study indicates llial, as of llie end of 2013. 42 percent of provider 
payments in traditional Medicare are lied to the value of care. This represents signillcuiU 
progress, but much still remains to be done (Exhibit 2).^ Many initiatives (hat were not 
included in (hat study are in place now or wall soon be implemented, supporting 
expectations that the percentage will increase considerably over the next few years- in 
fact. IUI.S recently announced tliat an estimated .^0 percent of Medicare payments are tied 
to alterative payment models as of January 2016.^ 


Exhibit 2. Percentage of Medicare Payment Tied to 
Quality or Value, and Goals for the Future 



End of 2013 End of 2016 (Goal) End of 2018 (Goal) 


Sourer: CntAty^t (or Paymrni iMorm. 'Tint'0(-iti Kiod ScontMrd on Medictnr P«v«nen($hpwitiV<drtiMw) Ptymnnl 
Pn(flrm " dnny May S. 201S; wnilalilo ot 

M Hunvoll. 'Sotlinf Valao'Sartod Paymoni Goal* - HHS Otoru to (iriprov* U.S. KnaRtt Caro." The Nevr fnflona ioumtt of 
Maivh S. 30tS 373a0);S97-9V 
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AIvSo aotcworlby is that Medicare Advanlage plans are now iinancially rewarded ibr 
receiving a high rating based on ibcir perlormancc on measures of quality and patient 
experience. Altliough little is known about how Medicare Advantage plans actually pay 
their providers, the addition ofrew'ards for plan peii'omtance to the existing incentive for 
cfllcicncy in a pcr>enrollee per-month payment system can be expected to support the 
move from \olumc to value in Medicare. 

Qualitv lmpro>’i*ment. Medicare has long had a mechanism in place to make sure that 
its fund.s were being used enecti\’ely and that its beneficiaries received care consistent 
with medical quality standards. The Social Security Amendments of 1972 created the 
Professional Standards Roiew Organization (PSRO) program to review the 
appropriateness of services reimbursed thixmgh Medicare but the PSROs were viewed 
as primarily focused on utilization rev iew rather than quality improvement.** fen years 
later, the PSROs were replaced by Peer Review' Organizations (PROs) — but the jwimary 
emphasis continued to be on utilization review. 

In 1 992. Medicare launched the Health Care Quality Improvement Program (HCQIP). 
shining die focus of the PRO program to working with providers to improv e health 
carc.*^ In 2002, the HC'QIP was expanded to include nursing homes and home health, and 
the PROs were renamed Quality Improvement Organizations <QIOs). 
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In the early 200(Is. greater onphiisis was put on the need to improve health care ijualily 
through measurement and payment, Medicare has implemented a series of initiatives 
aimed at providing information on quality measures to empower beneilciahes in 
choosing providers and enable providers to identity areas in which their performance 
cotild improve, including quality measures for hospitals, physicians, nursing homes, 
home health agencies, and dialysis faciUtics. Expanded use of health information 
technology was encouraged in 2004 by the issuance of an Executive Oder by President 
Cieorge W. Bush, creating the OtHce of the National C'oordinator lor Health Information 
l echnology; this etTon was substantially adianced by the Heollh Information 
Technology for Economic and Clinical Health (HITECH) Act. enacted as purl of the 
American Recovery and Reinvestment Act of 2009.** 

ONGOINC; niAI.EKNCKS 

Despite its accomplishments. Medicare continues to tace cliallcngcs. some of which are 
specific to Medicare and others such as rising costs that arc faced by public programs 
and private payers alike. Hie future of the program and its ability to continue to provide 
access to high quality care to its bcneliciarics will depend on how policymakers, health 
care providers, and beneficiaries themselves respond to these challenges — but success 
will require changes not only to Medicare, but across the health system. 

Spending Growth. Medicare accounts )bronc>tlflh of national health spending.*'' Like 
the rest of the health system, it has over time been plagued by rapidly rising costs. 
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Medicare also is an importanl part of the federal budget, accounting for more tlion one> 
sixth of federal spending.'* In 2009, Medicare was spending an average of Si 1,723 on 
46.6 million beneticiahes, and the Medicare Hospital Insurance (HI) Trust l-und was 
projected to become insolvent by 2017.*’ Spending per beneficiary has slowed 
dramatically in recent years, grow ing at only a 1 .3 percent annual rale from 2009 to 2014, 
and the projected solvency of the HI Trust Fund has been extended to 2030.'* 

Still, Medicare faces a great challenge as tlse *‘boomer" generation bom afier World War 
II ages into coverage — by 2030, the number of beneficiaries is pnTjccled to rise more than 
50 percent, from 53.8 million to 81.7 million, prompting concern about how (o respond (o 
the nsing share of the fcdcnii budget and the nolion^s rc.sourccs that w ill be devoted to 
financing health care for the elderly and disabled. Although spending per beneficiary has 
been growing slow ly in recent years, and is projected to grow slowly for tlie immediate 
fiiture. the increa.ring number of beneficiaries \vill dri>'e Medicare .spending to grow- 
fastcT than the economy as a wliolc (Exhibit 3). 
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Exhibit 3. Projected Annual Growth Rates for Total 
Medicare Spending, GDP, Medicare Enrollment, Spending 
per Beneficiary, and GDP per Capita, 2013-2023 



Total Medicare GDP Medkar* Medicare GDP per Capita 

Spending EriroHrrienl Spendirtg per 

Beneficiary 


Soum;C«nw>« re* MMIiatcK Medicaid ServMWi Aoiury N«lionalHMMIt£k|icndtlurcl>Tti|aciWM. iniJ‘2aaS. 


Policymakers are confronted, therefore, with the que-stion ofhow to continue to slow the 
growUi of total Medicoje spending when the spending per beneiiciary already is 
increasing so slowly. ShiHing more of the co.sl of meeting their health care needs onto 
bencficiurics themselves is problematic, liowevcr, since the aged and disabled include 
some of the poorest and sickest Americans^ and tliey are least prepared to bear that 
additional burden (lixhibit 4). 
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Exhibit 4. Median Out-of-Pocket Health Spending as a 
Percent of Income Among Medicare Beneficiaries, 
by Health Status and Income, 2006 

Percent of Income 



CxMlISAt/vary Ooo«l Fair Poor «100^l 10O-1»0% 200>^e0% 400V« 


geotl 

SOURCE T Neuman. J CutMnski. J Huang, and A. Danvco *How Mucft Skm In the Game Is Enough? The 
Increasing Finanooi Burden of Heahh Spending for People on Medicare ' Kaiser Family Foundauon Oau 
Spotiighi. June 2011 


13y now, the w idc variation in botli Medicare and private sector spending is well- 
dociunented In Medicare, particularly, the lack of association between high spending 
and better quality and outcomes across the U S. indicates tltat there should be ways lo 
control spending while maintaining or even improving quality (lixliibit 3). Supporting 
comprehcitsive payment and dcliveiy system changes that produce lower costs and belter 
value, nut just in Medicare, but across the entire health systeiit would go a lung way lo 
increasing value. 


12 







40 


Exhibit 5. Quality and Costs of Care for Medicare Patients Hospitalized 
for Heart Attacks, Hip Fractures, or Colon Cancer, 
by Hospital Referral Regions, 2004 



* ><«medlon9k <a]ti6MK> l yw supywMiswimeiSw^D /U) 

** Hxiiding en •nfl wvtcnu^ig MWKtaMiMirf ntfimiiu pncm 

[tata E Fi<awi j SuHtwlAnd. oeid f> Radbiy. QHWiniilh MnlHwl Srhnril aiwtyw nl data (inm ■ 3nA-4WiiroM •« IMtoir 

bonafioimm 


Vmc* Tba fawiinnniiiMoMi r-unc Cnmcntmwrww ♦ l my tVdnmianm >kMllh jiy<la»w niMMla Ifw Mr 

MaMn»if)nmonManl/£i 200n. (kMw ynrt fha «>wwiiw«>wih Finn Ally MOO) 


Bencfir Defiigu. C'uirenily. Medicare beneficiaries who enroll in traditional Medicare 
must patch together multiple plans to rccei\'c adequate linancial protection and 
prescription drug bcnelits. This creates complexity and confusion for beneficiaries ami 
results in higher administrative expenses because of the multiple insurance carriers 
involved and the lack of integrated claims administration. Tlie need to obtain coverage 
iVom multiple sources also makes it difficult ibr Medicare to incorporate va)uc>based 
bcnclil designs- lltnl use patient cost«sharing to provide incentiv es to seek, high'voluc care 
and compare alternative treatment choices. By offering separate medical and drug 

coverage, the current design creates a disincenliv e to achieve hospital and specialty care 
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savings through approprialc medication management. The avaUahility of firsl-dollar 
supplemental coverage in the current Medigap market makes it dirtlcuU for Medicare to 
adopt incentives for beneliciaries to register and seek care from primary care practices 
and medical home teams or seek care Iroin aceountable health care systems with a track 
record ol'high quality and lower costs. 

The combination of (ragmented and nrsl>doIlar covenige thus raises total cost and 
confronts beneficiaries with complex choices at high administrative expense. And current 
benefits fail to protect benefieiartes from catastrophic out-of-pocket costs if they cannot 
alVord private supplements. The only option available to beneficiaries who want 
integrated comprehensive covenige is to enroll in a prisalc MA plan. wiUi a more limited 
provider network. A more comprehensive Medicare beneni design that offered could 
simplify and strengtJien beneficiary protection and complement tlie payment and system 
refomis that are needed to control costs and improve \ alue."*^ 

Care for Beneficiaries W ith Complex Conditions. y\ related issue is that Medicare 
itself was created primarily to provide acute care essentially short-term treatment for a 
specific illness, injury, or procedure, and to aid in recov ery from that condition. In I960, 
life expectancy at birth in the U.S. was 70; in 2010, it was 79.*^ A.s both medical science 
and health care deliv ery have changed, so have the needs of Medicare beneficiaries. Now. 
37 percent of Medicare bene tic iarics have 4 or more chronic conditions those 
beneficiaries account for 74 percent of total Medicare spending (Exhibit 6). Mcdictirc 
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increasingly has tbcuscd on improving ihc coordination ofcarc across providers und 
settings, and hopcrully, proposals will be developed to address those issues and to sci^ c 
the needs of these bencllciarics more elTectivcly and more eflieieiilly.** 


Exhibit 6. Beneficiaries with Multiple Chronic Conditions Account for a 
Disproportionate Share of Spending in Traditional Medicare 
(2009 Data) 

100 % 
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A notable gap in almost all proposed Medicare reforms is the absence of practical, 
affordable ideas for covering long term sen ices and suj^orts (1. fSS) that are 
increasingly important for Ihc aging Medicare population, ^^^^ile Medicaid pays for such 
care for impoverished beneficiaries, no comparable support is available for non-poor 
older and disabled Americans. Further, the fragmentation of acute core und LTSS makes 
tl difficult to finance and deliver coordinated acute and t.TSS, Solutions will likely 
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require new sources ot' rc\'cnuc that are difneuil tu Hnd trom public sources, and private 
insurance has struggled to till this gap.'^ 

Balancing the Roles of Traditional Medicare and Medicare Advantage. An ongoing 
issue is the appropriate balance between public traditional Medicare and private Medicare 
Ad\ antage plans. A goal of the Medicare pri\ ale plan program since its inception in 1982 
has been to provide a more cflicicnt model of care to bcocnciaries than (he unorganized 
fee- lbr-Kervice*based payment system used by traditional Medicare. Uxpecting that 
pri\ ate plans liad the potential to be more flexible and elTicient than FFS Medicare in 
meeting the needs of their enrotkes. Medicare originally set payment rates for these plans 
at 95 percent of per beneficiary costs in tmdilionnl Medicare in each county, but the 
tendency for private plan cnrolkes to be less costly than other bencficiancs meant that 
plan payments were higher than the same enioliees would have been expected to cost in 
traditional Medicare.'^ 

The rclalion.ship between private plan payments and counly-spcciljc spending in 
traditional Medicare has been loosened somewhat, and payments to Medicare Advantage 
plans are now risk-adjusted to reflect the relative costliness of their enrollees. But 
Medicare Advantage plan payments overall still exceed traditional Medicare spending in 
much of the country, and that relationship varies not only by geographic area but also by 
type of plan. HMDs are the only typic of MA plan w ilh lower average costs per cnrollee 
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nationwide than Iradilional Medicare, and llicrc is wide variation in both cHieicncy and 
quality among individual plans. 

A succession of policy changes over the past 30 years has resulted in substantial 
overpayment to Medicare Advantage plans relative to anticipated per beneficiary 
spending in traditional Mediciiiv, and dilution and distonion of incentives to encourage 
the cfncicney orcflccih cnesK of which Medicare Advantage plans should be capable. 
The recent adjustments to payment policies has strengthened the relationship between 
plan payment and plan performance, and leveled the playing Held between traditional 
Medicare and Medicare Advantage to some extent.*® With more than 30 percent ot' 
Medicare bciicliciaries enrolled in private plans a growing number, but still a 
minority it becomes incrca-singly important to determine the appropriate balance 
between traditional Medictirc and Medicare Advantage, and to develop policies (Iml bring 
out the best in both programs for the benefit of Uiis and luture generations of Medicare 
haiefictaries and to ensure the continued viability of the Medicare program. 


CONC LI DING TIIOl'GHTS 

Medicare has been successful in achieving its basic mission providing access to care 
and stable coverage to aged and disabled Americans. But, as the country's largest 
purchaser of health sen>'ices. it can do more to improve quality , promote more 
coordinated care, and control costs- both its own and throughout (he health system. 
Because of Medicare's unique position, it can be an important testing ground tor cost and 
quality innovations. Policies have been put in place that encourage such dc\dopmcnt. 
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including expanding the power of the Secretary of I Icailb and Human Scrv ices to put 
payment pilot programs on u 'Tasi track** and lo work with private payers and pro> idcTs to 
establish multi-payer initiatives. 

Medicare is u program that is extremely successful, popular, and important to tts 
beneficiaries, but can be improved in several ways and, at the same time, fulfill its larger 
role as a key part of health care reform and a platform for improvements that can address 
the problems that it has in common with the rest of the health care system: the need for 
increased value for Uie dollars spent on care. 
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Chairman TIBERI. Thank you. 

Mr. GUTERMAN. Thank you. 

Chairman TIBERI. You are 1 minute over. I gave you a little bit 
more time. 

Thank you all for your really good testimony. I am going to start 
the questioning off with Dr. Baicker. In my district in central Ohio 
there is a wildly popular Medicare Advantage plan run by a Catho- 
lic non-profit, and they just get rave reviews. And, as you know, 
Obamacare instituted nearly $150 billion in specific cuts to the 
Medicare Advantage program. Even more than that if you account 
for interactions with the cuts to Medicare, as a whole. 

So, as an expert in MA plans, I would be quite interested in your 
opinion on what are the most egregious ongoing policies that we, 
as Congress, in a bipartisan way, can prioritize? Things that need 
to be repealed immediately. Where should we focus as a Committee 
and as a Congress to help? 

Ms. BAICiSiR. Thank you for that question. I hope that doesn’t 
mean you have to be somewhere. 

Chairman TIBERI. No, you are good. 

[Laughter.] 

Ms. BAICKER. Preserving the option for beneficiaries to be able 
to enroll in innovative MA plans is of crucial importance. And we 
have seen innovation in the MA benefits along multiple dimen- 
sions. 

So I talked a little bit about the financial protection that the 
plans can provide. They also strive to provide better choices about 
sites of care and modes of care. So experimenting with tele-medi- 
cine, with including the hospice benefit, with freeing them up to do 
value-based insurance design I think would be crucial to 
unleashing the full potential of those plans to really advantage the 
seniors who enroll in them. And that is part of why they choose 
those plans, I think, they can get more effective care in the place 
where they want to get it, and get home more quickly. 

And we have seen better experimentation in MA plans with get- 
ting people out of the hospital and home and healthier faster. So 
freeing up that flexibility that they have, I would think, would be 
of first-order importance. Ensuring that quality information is 
available to the beneficiaries, but then plans are rewarded appro- 
priately for providing high-quality care. 

I would like to see a cap on quality bonuses removed. I think 
going along with that would be the removal of the double bonus for 
quality, so that you are appropriately rewarding plans for deliv- 
ering the high-quality care that beneficiaries are seeking out. 

I would agree that at the same time that that happens it would 
be very good to reform the basic Medicare benefit to provide the 
kind of financial protection that we think Medicare beneficiaries 
are entitled to and are seeking out in MA. And also combining the 
deductibles along the lines that Mr. Moffit described I think would 
improve that benefit, too. 

Chairman TIBERI. Great, thank you. 

Dr. Moffit, a question for you that pertains to protecting bene- 
ficiaries in the Medicare program. As mentioned, there is no out- 
of-pocket cap in traditional Medicare, yet the MA program is re- 
quired to offer that type of protection to beneficiaries. A central fea- 
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ture of the bipartisan options to combine Medicare Parts A and B, 
as has been mentioned, includes that necessary protection. 

Based on the feature alone, it seems like a policy that is a no- 
brainer. Do you see any reason why we should hesitate? What are 
the pitfalls, if we go forward? Are there any? And should we begin 
that process? 

Mr. MOFFIT. Mr. Chairman, I was here in 1988, when we had 
the first major debate on adding a catastrophic provision to the 
Medicare program, the Medicare Catastrophic Coverage Act of 
1988. It was repealed 1 year later. I know exactly what happened 
then. I was there. 

What happened was that Congress took President Reagan’s pro- 
posal, which was a very reasonable proposal to protect senior citi- 
zens against the financial devastation of catastrophic illness, and 
added a whole series of benefits on top of it, and imposed on sen- 
iors, basically, requirements to pay for many benefits they already 
had — a prescription drug benefit. 

The result was, at that time, a massive revolt among senior citi- 
zens. And within 1 year, that law was repealed. And unfortunately, 
it was repealed because of overreach. That is why that happened. 
It is something that is seared on my memory. I was congressional 
relations director for the Department of Health and Human Serv- 
ices. 

It is a no-brainer. It is absolutely a no-brainer for us to have a 
catastrophic piece in Medicare. There is no reason why traditional 
Medicare should not have a catastrophic coverage piece. The reason 
why senior citizens buy MediGap coverage — 9 out of 10 of them 
do — which ends up with first-dollar coverage, is precisely because 
they do not have protection from the most important thing that 
health insurance should deliver, which is that ultimate protection. 

The result of all that has been that the MediGap good plans in 
many respects, they provide first-dollar coverage. And as virtually 
every independent analyst including the Medicare Payment Advi- 
sory Committee has pointed out, this has resulted in an excessive 
utilization of the benefit. That is to say that you end up driving 
costs up. The costs that are being driven up by the overutilization 
of the benefit because of the MediGap arrangement we have today 
raises Part B premiums. 

I think what we have to do is we have to establish a catastrophic 
protection in Medicare, but at the same time we must deal directly 
with this problem of the existing MediGap arrangement which, in 
fact, is raising costs not only for the taxpayer, but also for senior 
citizens. 

I am not going to say it is simple to do it. I mean it is going to 
require some difficult, but not impossible, decisions. And this par- 
ticular proposal, by the way, the idea of combining A and B and 
adding catastrophic coverage and simplifying the coinsurance and 
creating a single deductible has almost always been accompanied 
by MediGap reform. Basically, limiting the first-dollar coverage 
that MediGap plans can cover for senior citizens, so that we don’t 
have an excessive utilization of Medicare Part B services. 

Chairman TIBERI. Thank you. I am going to turn to Mr. Thomp- 
son. But before I do that, you were all nodding, I think, yes when 
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he talked about MediGap reform. All agree? Okay, interesting. 
Maybe we can all agree up here, too. 

Mr. Thompson, you are recognized for 5 minutes. 

Mr. THOMPSON. Thank you, Mr. Chairman, and thank you to 
the witnesses for being here. 

I want to make a couple remarks about Medicare, because I 
think they were missed in the opening comments from everyone 
who has spoken. 

I think it is important to note that spending growth has been cut 
nearly in half over the past 6 years, in regard to Medicare. And 
that is at the same time that our aging population is growing. 

And also I think it is important to note that the Hospital Trust 
Fund is solvent, and the projections show that it is solvent through 
the year 2030. 

And then probably as important and, for those of us who go home 
to our district every weekend probably more important, seniors 
really like it. It is an important program. 

And I think Mr. Moffit said it, that there is nothing being pro- 
posed here today that is a novel idea. And I think Mr. McDermott 
said it a little differently. He said it is a rehash of a bunch of stuff 
that we have heard time and time again. And I agree with both 
of you. 

I really think that there is an opportunity to drill down and fig- 
ure out how we can enhance a program that seniors really like, and 
make sure that it does everything that we would all like it to do. 
And Ms. Baicker stated that, in addition to good health care, it is 
the idea of financial wellbeing for the beneficiaries and their fami- 
lies, and that is the important distinction. Families are very much 
a part of this. 

So I wish that, instead of doing the not-novel stuff, or the rehash 
of old stuff, we were looking at some things that would really ac- 
complish what all three of you are nodding in agreement with, 
what I am talking about. 

I would like to see us talk about expansion of tele-health. And 
there are a couple of us on the Committee — I have a bill, myself — 
there are a couple of us who have been working on expansion of 
tele-health. And it is beneficial in more than just underserved or 
rural areas. It is good public policy that we could use to really im- 
prove the Medicare program that we all say we support. And it 
works, it saves lives, and it saves money, and it is, in fact, bipar- 
tisan. 

Also, I think we ought to look at mental health services in Medi- 
care, especially if we are talking about the wellbeing of the bene- 
ficiary and the beneficiary’s family. Seniors should be able to see 
marriage and family therapists. It would really enhance the pro- 
gram, and would really help considerably. 

So, as we address the Medicare issues, the one thing that we 
can’t do, I believe, is make it more difficult for seniors, less services 
for seniors, or more expensive for seniors. And I am worried that 
some of the issues we are talking about are going down that road. 
And I think that that is inappropriate. 

And I would like to ask Mr. Guterman a question. If we were to 
put in place all of these reforms or changes that we are talking 
about, who would the winners and who would the losers be? 



52 


Mr. GUTERMAN. Well, it depends on the specific change. But 
the programs that I suggested in my testimony, the changes in the 
Medicare program, would overwhelmingly help seniors who are in 
poor health and who need the Medicare program more to provide 
access to the care they need. Holes in the program were left pri- 
marily for budgetary considerations. And so they would help the 
population that needs the Medicare program most. 

Mr. THOMPSON. Are there adequate protections in the private 
market for Medicare beneficiaries? 

Mr. GUTERMAN. By the private market you mean Medicare Ad- 
vantage? Congress did require Medicare Advantage plans to put in 
a catastrophic coverage limit. And so 

Mr. THOMPSON. But if we were to do the voucher, for instance, 
where folks would have to go out into the private market to obtain 
their coverage 

Mr. GUTERMAN. Well 

Mr. THOMPSON [continuing]. Are those protections 

Mr. GUTERMAN. I have to point out that in 1965, when Medi- 
care was first enacted, one of the reasons that it was enacted was 
the fact that 50 percent of Americans over the age of 65 lacked 
health insurance coverage. You know, so there has to be a little bit 
of skepticism about what the private health insurance market 
would do 

Mr. THOMPSON. So how would sicker patients fare if we were 
to do this? 

Mr. GUTERMAN. How would 

Mr. THOMPSON. How would sicker patients fare? 

Mr. GUTERMAN. Sicker patients fare. Well, you know 

Mr. THOMPSON. And what would it do to the risk pool? 

Mr. GUTERMAN [continuing]. Sicker patients are the ones that 
are least attractive to private health insurance companies. And 
there has been, over the years, some concern about private plans 
in what is now Medicare Advantage tending to sign up healthier 
patients. 

Mr. THOMPSON. Thank you. 

Chairman TIBERI. The gentleman’s time has expired. I would 
point out that Medicare Advantage is private plans and, in my dis- 
trict, wildly popular. 

Mr. Thompson, one point, just for clarification, I don’t know if 
you have seen it, but the CBO report from January has 2026 as 
the new date for Medicare Part A. I think the number that you 
were using was the older number from last year from the trustee. 
So just a point for the record. 

Mr. Johnson is recognized for 5 minutes. 

Mr. JOHNSON. Thank you, Mr. Chairman. You know. Dr. 
Moffit, as this Committee works to ensure continued solvency of 
Medicare, I think it is important to mention one of the most anti- 
competitive policies in Medicare. Under Obamacare, new physician- 
owned hospitals are banned from Medicare and Medicaid, and 
those grandfathered in are prohibited from expanding. 

Despite critics’ claims, studies have found that physician-owned 
hospitals do not decrease self-referrals and services [sic]. The truth 
is that hospital consolidations are driving up the cost. And that is 
happening without increased services or better care. Even the Fed- 
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eral Trade Commission has recognized the critical role private- 
owned hospitals play in promoting competition, reducing costs, and 
increasing quality. Yet this anti-competitive policy remains in 
place, and that is just wrong. Medicare beneficiaries deserve better. 

Dr. Moffit, can you describe to the Committee the importance of 
competition for reducing healthcare costs and increasing quality, 
specifically within the hospital industry? 

Mr. MOFFIT. Well, Mr. Johnson, when you raised the point 
about competition, yes, all of the evidence that we have indicates — 
and I am talking about evidence from Medicare Part D; the Federal 
Employee Health Benefits program, which has been the longest de- 
fined contribution system that we have been dealing with; and 
Medicare Part D, in particular. All of these examples of head-to- 
head competition show that you can actually control costs not only 
in the short term, but over the long term. 

With regard to the specialty hospital issue, my colleagues at the 
Heritage Foundation have not dealt with this issue since 2010, 
when Congress passed the restrictions on Medicare and prevented 
the expansion of the specialty hospitals and the physician-owned 
hospitals. But we did do a literature review prior to that time, and 
I will be very happy to share it with the Committee. 

We had a health policy fellow. Dr. Asha Roy from MIT, who is 
a physician, to examine what the literature at that time was with 
regard to the performance of specialty hospitals. And Dr. Roy 
showed that the specialty hospitals had a very high rate of patient 
satisfaction, they had lower mortality rates, they had higher-qual- 
ity measures, higher performance in terms of the quality measures, 
and they had comparable costs to traditional hospitals. In other 
words, the specialty hospitals were not in any sense profoundly 
negatively affecting traditional hospitals. 

But getting to the broader point, no. I think it is an absolutely 
terrible idea for the Federal Government to start picking winners 
and losers in this area. What we need in health care — and I think 
we are all in agreement on this, at least as a general principle — 
is to promote innovation. We want to promote innovation in health- 
care benefit design, better health plans, or newer and more effec- 
tive health plans, but also healthcare delivery. 

And with regard specifically to specialty, I mean, every advanced 
economy increases specialization in terms of the production and 
distribution of goods and services, production of goods and services. 
That has happened with regard to specialty hospitals. An artificial 
barrier to that is basically an artificial barrier to progress, which 
can provide value for money. 

So, I am very much opposed to this policy. I think it is wrong- 
headed, and I think it will damage opportunities for seniors to get 
the best possible care. We know, from the professional literature — 
and I defer to my colleagues here but the literature shows that the 
more you do a particular set of procedures, whether it is cardiac 
procedures or orthopedic procedures, the more volume you have, 
the quality measures go up. And that is just the evidence. 

So, the point of your question is very well taken. 

Mr. JOHNSON. Thank you, sir. I appreciate that. And my time 
is about gone. But Dr. Baicker, would you try to let us know later, 
what the system is doing as far as Obamacare is concerned? I am 
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concerned that our cuts are phased in along with CMS, continuing 
to hinder plan innovation by over-regulation. And that result will 
be more and more of these plans leaving the market and forcing 
beneficiaries back into Fee-for-Service. If you agree — you are shak- 
ing your head yes. 

So, I thank you, and I have run out of time. I yield back 

Chairman TIBERI. Thank you, Mr. Johnson. 

Dr. Baicker, if you could answer the Chairman in writing, that 
would be great. Thank you. 

Mr. Kind, your birthday. Have you heard about the Boehner 
birthday song? 

Mr. IHND. No, I havn’t, but 

Chairman TIBERI. I won’t sing it to you, but I will say it. 

This is your birthday song, it won’t last too long. 

Mr. KIND. Good, I am glad. 

[Laughter.] 

Chairman TIBERI. So happy birthday, and you are recognized 
for 5 minutes. 

Mr. KIND. Thank you very much, Mr. Chairman. Just remem- 
ber, it is not the years, it is the mileage. There is a lot of miles 
on these bones, but I will survive. And, Mr. Chairman, thanks for 
having this hearing today. I think this is such a crucial issue. 

Hopefully we can continue moving forward with more hearings 
to drill down to the real details, so we know what is working, what 
isn’t working, what changes we have to make, because the real 
challenge — most of our budget fiscal challenges we face are health- 
care cost-related right now. And our challenge is whether we can 
reform a healthcare system before America grows old. 

As Mr. Guterman pointed out, there are two things at work here. 
One is beneficiary cost, which right now is looking pretty good, at 
a 50-year low when it comes to how much we are spending in the 
Medicare system. But the other big challenge is 10,000 boomers 
that are retiring every day and joining Medicare and the Social Se- 
curity system, and the 74 million boomers that will eventually join 
the system here. 

And I think you are right, I don’t think we have enough revenue 
in order to deal with that tidal wave that is joining Medicare here 
over the next 10 to 20 years. And that, I think, is the real chal- 
lenge this Committee faces. 

But I think there are some answers. And fortunately, under the 
Affordable Care Act, there is a lot of experimentation going on 
right now through delivery system reform and payment reform. 

And Ms. Baicker, back to you. My ears perked up when you were 
talking about quantity and quality. I have been a student of the 
Dartmouth Atlas Study for a long time, and that studies the utili- 
zation and variation from around the country. And I think — I am 
convinced, as you are, that there is still a lot of quantity and not 
enough quality that we are getting with the dollars that are being 
spent. 

But the good news under the Affordable Care Act, there are a lot 
of different payment models that are being experimented with right 
now that do emphasize outcomes, values, and qualities. In fact, 
CMS just announced here that 30 percent of Medicare payments 
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will be quality-based, and their goal is to be 50 percent next year 
and over 80 percent over the next few years. 

So, clearly, we are moving in that direction. And I think, if we 
can get the financial incentives aligned the right way, where we 
are rewarding providers based on outcome, based on results, and 
not just on more of what they are doing, we are going to see a lot 
of that innovation, and a lot of that creativity taking place in the 
healthcare realm. 

But, Ms. Baicker, I want to hear your opinion as far as how these 
payment models are working, and whether there is some hope or 
some light at the end of the tunnel, that we are, in fact, driving 
the system in the right direction by emphasizing quality, value- 
based payments, and moving away from the Fee-for-Service system. 

Ms. BAICKER. I very much share your emphasis on quality the 
beneficiaries are getting. And the geographic variation, I spent 6 
years on the faculty at Dartmouth, and I was as much taken by 
that research as you are, that the evidence of huge variation in 
spending per person and negatively correlated huge variation in 
quality strongly suggests that you could move some money from 
high spending less effective care to lower cost, higher-quality care, 
save money while improving outcomes. And that is, obviously, the 
magic bullet that we are all looking for. 

I am a huge fan of experimentation that is well designed. My 
own academic research focuses on opportunities to use really good 
experiments to figure out what is going on in the healthcare sys- 
tem. And when you have a number of entities volunteering to par- 
ticipate, and you randomly choose some to start the pilot and oth- 
ers to be the control group, I know that that is my academic hat 
on — which I have a very hard time taking off — but that provides 
an opportunity to really understand what is going on under the 
hood of the healthcare system. Why is it that we are spending so 
much more in some places and not getting the value that we want. 

We have seen a bit more experimentation in MA plans because 
they have a little more flexibility, being paid in a different way. 
But I don’t think that we have nearly enough robust scientific evi- 
dence on what drives quality. We have a little more on the patient 
side and a little less on the provider side. So I would love to see 
more well-designed studies 

Mr. KIND. And I think one of the smarter things we did under 
the Affordable Care Act was establish the Center on Innovation. 
That is allowing the pilots and the experimentation to go forward. 
And if we can get past the political din of just repeal everything 
and instead focus on what exists today and what is working and 
what isn’t — ^because. Lord knows, this is an ongoing project, con- 
tinuing to reform the healthcare system as we learn more. 

And Mr. Guterman, I know Mr. Thompson asked you your opin- 
ion about the private voucher plan that my Republican colleagues 
keep putting into their budget proposal. I don’t know if you have 
had a chance to study that. But there are certain truisms that 
make Medicare work, and one is it is universal, everyone is in 
whether you are young, younger senior, or older senior, healthier 
or sicker, you are all in. Plus it does cover pre-existing conditions. 
And, let’s face it, all seniors have a pre-existing condition at some 
point in their life. 



56 


But their proposal to establish a private voucher as a response 
to the Medicare system, do you have an opinion on that? 

Mr. GUTERMAN. Yes. I think the major way a voucher system 
saves money is to make Medicare beneficiaries pay more for more 
expensive plans. And I don’t think that is the way we want to re- 
duce Medicare spending is by passing the additional spending on 
to Medicare beneficiaries. 

And, as I said, the private market hasn’t particularly been anx- 
ious to insure Medicare beneficiaries, except under the times when 
Medicare Advantage plans have been, you know, pretty substan- 
tially overpaid by the Medicare program, even compared to tradi- 
tional Medicare, which acknowledges that it has a long way to go 
to make itself more efficient. 

So I think if you look at it from the perspective of trying to bring 
the best of private plans, the best 

Chairman TIBERI. Mr. Guterman, I need you to wrap it up real 
quick here. 

Mr. GUTERMAN. Okay. 

Chairman TIBERI. You are over. 

Mr. GUTERMAN. Is to make the traditional Medicare program 
stronger and to bring payments down to a level playing field level 
so that private plans can actually show what they can do, in terms 
of responding to incentives for efficiency. 

Mr. KIND. Thank you. 

Chairman TIBERI. Thank you. 

Mr. Buchanan is recognized for 5 minutes. 

Mr. BUCHANAN. Thank you, Mr. Chairman, and I want to con- 
gratulate you on your new chairmanship and your first meeting. 
And I would also like to thank our witnesses. 

I represent southwest Florida, and I happen to be the only Mem- 
ber, Democrat or Republican, in Florida. But in our district we 
have 205,000 recipients of Medicare, probably one of the top 2 or 
3 in the country. And of course, Florida is number two in the coun- 
try for Medicare recipients. 

I am concerned about the bigger picture, just looking at it as a 
guy that has been in business for a lot of years. I am pretty good 
with numbers. It is a critical program. You see it, of course, not 
just in Florida, but all the way across the country in so many dif- 
ferent aspects. Where do you get quality health care at 65? If you 
had to buy it at 63 in my area it is $2,000 a month. So it is very, 
very critical. 

But I am concerned — and I would also mention my mother-in-law 
is in town, she is 96. She had sisters who lived to 102 and 104. 
And one of the gentlemen mentioned, 10 to 12,000 people a day 
turning 65 for the next 30 years. 

Read some of my notes, the different notes that you read, but the 
average person puts in a dollar and takes out 3 to 4 dollars in ben- 
efits. When you have the alarm, in terms of the growth, and then 
you look at the different estimates, in terms of being insolvent in 
the next 8 to 10 years, our deficit at 19 trillion — it has more than 
doubled, there is plenty of blame to go around. The last 8 or 10 
years it has gone from 8 to 9 trillion to 19 trillion. 

So, when you take a look at this, there has to be some kind of 
a structural change or something at some point on a bipartisan 
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level. Otherwise, we are kidding ourself [sic]. I mean we could look 
around the edges and do a few things here and there, but we have 
to do something material. 

And one thing I can just tell you. Healthcare costs in general — 
maybe it has been a little bit better in Medicare for certain rea- 
sons, just keep going up. Health care in my community, unless you 
get a subsidy, is going up 20 or 30 percent a year. It is one of the 
biggest issues, I think, for small business or anybody that is under 
65 trying to get health care without a subsidy. 

So I guess my question is, based on what I mentioned that when 
you look at $19 trillion in debt, the normal cost of money over the 
years is 4 to 5 percent. That is as much as $1 trillion in interest 
at some point. And they are claiming in the next 3 or 4 years, if 
interest rates go up to where they have historically been, we are 
looking at that. So it puts more pressure in terms of Medicare. 

So, getting back, Mr. Mofifit, maybe to your point initially, you 
talked about structural changes. Looking at the big picture, what 
do you think are two or three things going forward that could make 
a huge difference? Maybe you could lean on those, or talk about 
those for a minute. 

Mr. MOFFIT. Well, I do think that 

Mr. BUCHANAN. Do you agree with what I mentioned? Do you 
agree with my points? 

Mr. MOFFIT. No, I think that is the really critical point. The 
Congressional Budget Office is the scorekeeper for Members of the 
House and Senate. They have just recently told you that we are 
facing major fiscal challenges, which are actually dangerous be- 
cause for the first time they do not get control of our deficits and 
our debt, we could have a fiscal crisis in the United States. I mean 
that is what Mr. Keith Hall recently said to everybody. 

Now, the central issue here is what is really the major driver. 
They are very clear about that. It is primarily the growth in major 
healthcare spending, as well as other entitlements and the aging 
of the population. 

With regard to Medicare specifically, right now we have about 
slightly more than three workers basically supporting every Medi- 
care beneficiary. But 2030 we will have 82 million beneficiaries. We 
will be going from 55 million today to about 82 million. 

Mr. BUCHANAN. But what is your recommended structural 
change 

Mr. MOFFIT. My recommended structural 

Mr. BUCHANAN. You touched on it, but go through that again, 
real quick. 

Mr. MOFFIT. Well, I have three, but beyond what Dr. Guterman 
and I agree on is I think we have to raise the age of eligibility. I 
would raise it to age 68, and gradually do it over a 10-year period. 
I think that is perfectly reasonable to do that, because the demo- 
graphics of America have changed. People are living much longer, 
and that would make sense. 

Second, I think that we ought to expand means testing in Medi- 
care. The President himself has recently come out with a proposal. 
His budget proposal would require upper income seniors to pay 
more, going forward. And eventually, under the President’s pro- 
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posal, 25 percent of all seniors would be paying above the existing 
standard rate. I don’t think we have to go to 25 

Mr. BUCHANAN. And your third point is what? 

Mr. MOFFIT. My third point is to basically intensify the com- 
petition within Medicare among both plans and providers. And I 
feel that the best way to do that is precisely what the Budget Com- 
mittee is proposing, which is moving toward a defined contribution 
system, or a premium support system, which will intensify the 
competition among plans and providers. 

Mr. BUCHANAN. Thank you. I will have to yield back. 

Chairman TIBERI. Thank you. The gentleman’s time has ex- 
pired. I will recognize the gentleman from Georgia, Mr. Lewis, for 
5 minutes. 

Mr. LEWIS. Thank you very much, Mr. Chairman, and I, too, 
want to congratulate you on becoming the chair of this Sub- 
committee. It’s good to be on a Subcommittee with you once more. 

Mr. Guterman, I would like to know, do you think or do you be- 
lieve that Medicare is in good financial standing? 

Mr. GUTERMAN. That, of course, is a very controversial issue. 
I think 

Mr. LEWIS. Well, we need — maybe we need a little controversy 
this 

Mr. GUTERMAN. I think Medicare has some work to do to shore 
up its financial standing for the future as more and more people 
are elderly. But I think it can be done. I think one thing we ought 
to do is investigate ways to bring more revenue into the Medicare 
system because we are producing more elderly people, and so we 
ought to be devoting more resources to supporting those people. 

There’s also tremendous opportunity to slow the growth of Medi- 
care spending by improving the quality of services and by improv- 
ing the effectiveness of the medical services that are provided. Also 
providing more community supports for folks to keep them out of 
the hospital and out of the healthcare system, which this country 
really doesn’t devote much resources to, and other countries devote 
much more of the resources to doing that, and they have much 
lower health spending. 

So I think there are ways to make sure that Medicare stays 
strong into the future. Also, if I may add, the idea of intergenera- 
tional conflict, which is always brought up by citing a number of 
people working who support the number of older people. I would 
point out that every one of those working people aspires to and 
most will become elderly. And so we’re not talking about preserving 
the Medicare program for the population of currently elderly. 
They’re already there. We’re talking about preserving the Medicare 
program for the people who are currently paying into the program. 
And we ought to pay more 

Mr. LEWIS. Mr. Buchannan, my colleague from Elorida, stated 
that people are living longer, relatives living to be in their 80s and 
their 90s, how do we take care of this segment of our population? 

Mr. GUTERMAN. Well, I think 

Mr. LEWIS. More of us are living much longer because their 
healthcare 

Mr. GUTERMAN. That’s absolutely right. I mean it’s not a bad 
thing that people are living longer. 
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Mr. LEWIS. No, it’s not. 

Mr. GUTERMAN. It is a challenge because we need to rethink 
how our health system works, because it used to be our health sys- 
tem could focus on people who had an acute episode of illness, and 
then that illness would go away. Now people are living longer, 
they’re living with more chronic conditions, some of which used to 
be fatal conditions, but medical finds have made them into chron- 
ic — 

Mr. LEWIS. Well, Congress and CMS strove to improve the care, 
to help people live better lives as they age. 

Mr. GUTERMAN. Right. Yes. CMS has been doing a whole range 
of things to try to figure out how to better coordinate care. A num- 
ber of the policies that are being developed by the Center for Medi- 
care and Medicaid Innovation are addressing that issue. And, in 
fact, CMS has been working on that issue for years. When I was 
in CMS during the Bush Administration, we developed many 
chronic care initiatives that have since been refined over time and 
hopefully will end up finding the most effective ways to deal with 
our elderly population. 

Because we all aspire to be there one day and we’re going to 
need the Medicare program, and so are the working people of 
today. And so we need to, instead of pitting currently working peo- 
ple against retirees, we ought to recognize that we’re talking about 
the same group of people, just different points in time. 

Mr. LEWIS. Would any other witness like to respond? 

Mr. GUTERMAN. I’m sorry? 

Mr. LEWIS. Dr. Baicker, Dr. Moffit. 

Ms. BAICKER. Yeah. So I think you’re highlighting a funda- 
mental problem, which is an out-of-balance system where it’s vital 
that we ensure the program is available for the 100-year-olds of to- 
morrow, and we all share the wish that we all live to much older 
ages. But I think something fundamental about the system has to 
change to preserve the financial stability of it for generations to 
come because as Mr. Moffit pointed out, as the number of workers 
per retiree changes, it’s not about conflict; it’s about accounting bal- 
ance, that you just run out. 

You either have to impose higher and higher and higher taxes 
on the working age population as they shrink and the retired popu- 
lation grows, or you have to change the benefit in some way. So 
I share the view that something more fundamental needs to change 
to preserve and strengthen the program for the future. 

Mr. LEWIS. Thank you. I yield back. 

Chairman TIBERI. Thank you, Mr. Lewis. 

Where am I here? Ms. CPA Jenkins, the gentlelady from Kansas, 
is recognized for 5 minutes. 

Ms. JENKINS. Thank you, Mr. Chairman. And I, too, would like 
to congratulate you on your chairmanship here of the Health Sub- 
committee. I know you will take the health and wellbeing of Ameri- 
cans very seriously in your new role. I might suggest that you 
could start today by avoiding many cases of hypothermia and frost- 
bite if you could turn the air conditioning up a little bit, if you 
could do that. 

Thank you for this hearing. Thank you, witnesses, for being here 
with us today. Medicare plays a very important role for many 
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Americans and certainly the Kansans, folks that I have the privi- 
lege to represent. This past year over 485,000 Kansans had health 
coverage through Medicare. We are holding this hearing today be- 
cause we have to face the facts, and in July the Medicare trustees 
released a report indicating Medicare would be insolvent within 15 
years if no action was taken to fix the problem. 

As has been noted by Dr. Moffit, increases in healthcare spend- 
ing along with changing demographics as the baby boom population 
gets older has created a very serious fiscal crisis. And we have to 
continue to work on solutions so that we can save Medicare for 
those who have paid into the system currently and for future gen- 
erations. And I am proud that last year this Committee already 
took efforts to strengthen Medicare payment and that whole proc- 
ess for doctors which has been a positive impact for seniors and the 
entire program. But we really have to continue to work toward sen- 
sible reforms for these programs so that seniors are not vulnerable 
to any future consequences. 

Dr. Baicker, one question that I have relating to the Medicare 
Advantage program is how it benefits rural America. I represent 25 
counties, predominantly rural. In particular, perhaps you could ex- 
plain how Medicare Advantage provides additional healthcare 
choices and benefits for those living in rural America. 

Ms. BAICKER. You’re highlighting a really important issue — 
that the network of providers available to people in rural areas 
looks very different from that in urban areas. And so getting real 
plan choice for them can be more challenging when there aren’t so 
many different providers and there may not be so many plans oper- 
ating. 

The advantage of that is that innovative plans can find ways to 
deliver services in rural areas that the traditional Fee-for-Service 
plan can’t. So we’ve talked a little bit about tele-medicine. I think 
there’s a strong case to be made for it, not just in rural settings, 
but there are lots of homebound seniors who would benefit from 
being able to have more sophisticated services available to them in 
their homes or who don’t have access to specialty care. But I think 
it’s particularly vital in rural areas where the nearest specialty 
hospital may be far away and the nearest specialist may be very 
far away. 

We have huge advances in technology that enable higher-quality 
care than would otherwise be able to be delivered, and we need 
programs that can capitalize on that innovation to deliver novel 
benefits, especially in rural areas, but I really think everywhere as 
well. 

Ms. JENKINS. Okay. Great. Thank you. Another concern I have 
is in Kansas we have a particularly low Medicare Advantage pick- 
up rate with approximately 65,000 Kansans, only 11,000 in my dis- 
trict, enrolled in Medicare Advantage last year. Could you speak to 
why we may be seeing these low numbers and what we can do to 
increase them? 

Ms. BAICKER. I don’t know the particulars of your district and 
I would be happy to get back to you with more information about 
the insurance marketplace in that particular area. But in general, 
I think having plans compete on equal footing so that both bene- 
ficiaries and the plans can reap the rewards of providing higher- 
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value care can be a motivator to draw more plans in and to have 
more beneficiaries pick up the care. 

Right now beneficiaries who pick a plan with a lower payment 
required than the benchmark or than Fee-for-Service can reap 
some of the benefits in the form of better financial protection, more 
flexible benefits. But they can’t get any money back if they choose 
a higher-value program, and that might be an avenue for increas- 
ing the appeal for beneficiaries, which would, in turn, increase the 
appeal for plans to come in. 

Ms. JENKINS. Alrighty. Thank you. Mr. Chairman, I yield back. 

Chairman TIBERI. Well done, Ms. Jenkins. Thank you. We are 
going to now go to a two Republican-one Democrat order. So with 
that, the gentleman from Minnesota is next in line. Welcome again, 
Mr. Paulsen. You’re recognized for 5 minutes. 

Mr. PAULSEN. Thank you, Mr. Chairman. It’s great to have you 
as the Chair of the Committee, and I’m happy to be on this Health 
Subcommittee now. 

This has been great testimony, so I appreciate your time being 
here as well. On Monday I held a roundtable with several hospitals 
and organizations in Minnesota to talk a little bit about the regu- 
latory environment they’re dealing with, talk about Medicare pro- 
grams. 

And quite honestly, the lack of focus on outcomes in that envi- 
ronment and quality measures that they think really do need to be 
there, and they expressed some concern about some providers that 
are leaving the program and that patients are concerned about the 
quality and the cost of care that they’re seeing. 

Medicare was designed as an acute care program 50 years ago, 
so a long time ago, and clearly now obesity and other chronic condi- 
tions are driving a lot of the increased cost in the Medicare system 
today. And so. Dr. Moffit or Ms. Baicker, what would be the impact 
on the financial stability of the Medicare system if we improved the 
outcomes for patients that have multiple chronic conditions or we 
intervene sooner to help those patients from becoming obese or de- 
veloping other co-morbidities. 

Mr. MOEEIT. Well, I’ll take a stab at it, but I’m going to defer 
to Dr. Baicker. But the real fact of the matter is that about 75 per- 
cent of all the healthcare spending in the United States right now 
is directed toward dealing with chronic care, chronic illnesses. And 
we have a tremendous increase, unfortunately, in diabetes. It is all 
over the place. 

I’m on the Maryland Healthcare Commission right now and in 
my capacity I’m in the business right now of examining some of the 
impact of certain chronic conditions on certain populations in the 
State of Maryland. And I can tell you diabetes and heart disease 
is becoming a serious issue. So yes, if we can manage effectively 
diabetes, for example, and other chronic conditions, in fact, we 
would really start to save some serious money. 

I would just simply add that with regard to the Medicare Advan- 
tage program, which is, in fact, a defined contribution type of pro- 
gram, private plans competing against one another have actually 
pioneered in many respects the kinds of delivery reforms that have 
proven — that have become very popular more recently. These are 
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things like care coordination and case management and a heavy 
emphasis on preventive care. 

We’re going to need more of that as time goes on, but I don’t 
think there’s any question. We are in a different kind of disease era 
right now, and therefore we do need more effective tools both 
through insurance and through the healthcare delivery system to 
control those costs, but I’ll defer to Dr. Baicker. 

Mr. PAULSEN. Ms. Baicker, real short, and then I’m going to 
ask a followup question real quick. 

Ms. BAICKER. I think you’re right on point that the greatest re- 
turn to care management is in managing chronic conditions. It’s 
patients who need a lot of care where we can both improve quality 
and reduce spending if it’s managed better and preventing the 
onset of those conditions. So I think your point is key. 

Chairman TIBERI. I’m just going to mention I’ve got a couple 
pieces of legislation that are bipartisan that we’ve introduced that 
I think the Subcommittee can look at and certainly the full Com- 
mittee. One is the Treat and Reduce Obesity Act, which focuses 
strictly on obesity and making sure seniors have access to drugs 
that were not initially eligible under Medicare Part D, but can 
have a huge impact right now on cost. And the other is the Better 
Care, Lower Cost Act that Peter Welch and I will be reintroducing 
soon that talks about chronic condition management and increased 
cost that we’ve seen in the Medicare system there that we can 
focus on. 

But let me go to one other question, because this came up a little 
earlier in regard to this voucher, regarding premium support, and 
maybe. Dr. Moffit, you can comment. Because I do know that the 
former Congressional Budget Officer — Director, Alice Rivlin, in the 
Clinton Administration has made it very clear in saying the pre- 
mium support is not a voucher. But can you elaborate? Does mov- 
ing to a system that has premium support eliminate the Medicare 
guarantee? Is it a voucher. Dr. Moffit? 

Mr. MOEEIT. Congressman, let’s get serious about this. There is 
absolutely no proposal in the House or the Senate that I am aware 
of that would create a voucher program for Medicare. A voucher is 
a certificate. It is a certificate or a piece of paper which is redeem- 
able in cash value for a particular good or service. Nobody is talk- 
ing about sending senior citizens certificates to go out and nego- 
tiate with private healthcare plans on their own. 

What we are talking about is a defined contribution system. 
Every Eederal worker and every Eederal retiree is in that defined 
contribution system. If you were to tell them that they’re in a 
voucher system, they would probably be very surprised, as would 
senior citizens who are enrolled in Medicare Part D. And to some 
extent even Medicare Part C is, in effect, a defined contribution 
system, but it’s not a voucher. 

So I think if we’re going to have a serious debate in this country 
about Medicare reform, the first thing we ought to do is to recog- 
nize the integrity of the language. People know what vouchers are. 
If your airplane, for example, is delayed, sometimes they will give 
you a voucher and you can use it at any restaurant you want. 

But the fact of the matter is there is nothing comparable to that 
being proposed by any Member of Congress that I am aware of. Re- 
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publican or Democrat, or has been proposed for the past 20-some 
years where this issue has been discussed, which is actually talk- 
ing about a voucher system. We’re talking about a defined con- 
tribution, and most all of our Federal employees are involved 

Chairman TIBERI. The gentleman’s time has expired. Thank 
you, Mr. Paulsen. 

Mr. Blumenauer is recognized for 5 minutes. 

Mr. BLUMENAUER. Thank you, Mr. Chairman. And it will be 
fun to engage in this conversation, and I appreciate your starting 
it because the testimony here today, I think, was very useful. 
Maybe it’s rehashing things that we’ve gone over before, but it’s 
important, I think, to be able to have these things in mind. 

Chairman TIBERI. Thank you. Thanks for your sincerity. Will 
you put a good word in with Dr. McDermott for me? 

Mr. BLUMENAUER. I will consider that. Absolutely. But part of 
it, I think, Mr. Chairman, is how we proceed to go forward and 
being able to focus on areas where there is consensus. We have a 
lot of value rattling around in this system. We have not extended 
ourselves to be able to deal fully with cost control. We have a tidal 
wave of geezer baby boomers like me who are getting ready to tap 
in. 

I have, I must say, real concerns about what we’re going to do 
if we’re going to start raising the retirement — the age of eligibility, 
what happens for those senior citizens between 65 and 66, 67, 68. 
They’re not going to be less expensive to care for. 

And if you pull them out and put them on their own in the pri- 
vate sector, which is costing more and has had greater increases, 
what are we doing to the pool? You actually may coincidentally 
make it more expensive to deal with Medicare because you take out 
some of the people who are the least costly and you put them on 
their own to navigate it. I don’t know that we would get very far 
with something like that, but we can debate it. 

But I’d like to think about how we combine the programs, how 
we make Medicare Advantage truly have performance metrics, be- 
cause there’s a wide variation. I represent if not the highest pene- 
tration of Medicare Advantage, maybe the second or third in the 
country. And I will tell you they’re not all alike, and I want to 
make sure that the performance metrics that we put in with the 
Affordable Care Act are real. I’ve enjoyed working with Congress- 
woman Black in terms of finding some areas of value-based design. 
These are areas that we can squeeze more value and better per- 
formance. 

We need to update and modernize hospice benefits. I mean this 
is something that has a transformational effect. Einally, we have 
end of life care payments and we’re putting more value on it. 
There’s a potential here to squeeze hundreds of billions of dollars 
out of the system over the next decade while we give people better 
care. 

So I’d like, Mr. Chairman, to be able to focus on a little deeper 
dive. This is great information, I think, for us all to listen and 
think about, go back and forth with some of the proposals that we 
have. 

But I think before we wade into things that the topline people 
will battle over, we can do that. But there’s lots of consensus I 
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think here for things, expanding the pilots, modifying the benefits, 
looking where value really exists and being able to build on some 
of the bipartisan interest that we’ve had on this Committee and 
elsewhere to be able to deal with it. Because, yes, we’re going to 
probably need more revenue when we have tens of millions more 
senior citizens. 

I know Medicare traditional Fee-for-Service has held the cost 
down, and there is tremendous potential with Medicare Advantage. 
But we haven’t tapped into it, and they still continue to pay more 
than Fee-for-Service even though when we set it up originally back 
even before we were here, it was perceived to be a 5 percent pre- 
mium reduction because it should be more efficient and more effec- 
tive. And I’m not willing to have to inflict a cut, but I want to get 
more value out of it, and I think we ought to be able to do a deeper 
dive to be able to understand it. 

So I appreciate the testimony. I appreciate the discussion on the 
Committee, and I’m looking forward to seeing if we can take three 
or four areas that we all probably agree have great benefit, show 
the performance, reward areas of the country that actually have 
better performance, don’t penalize them, and make those structural 
changes. Thank you. 

Chairman TIBERI. Thank you. That’s great. 

The gentleman from Texas is recognized for 5 minutes. 

Mr. MARCHANT. Thank you, Mr. Chairman, and congratula- 
tions on your chairmanship. I really look forward to serving with 
you. 

I got home last night, turned the TV on to watch all of the elec- 
tion results, and 

Chairman TIBERI. Brave man. 

Mr. MARCHANT [continuing]. Seemed to be a lot of commercials 
on TV here in Washington about changes in the Medicare plan. Ms. 
Baicker, can you tell me what those commercials are about? It’s 
cutting Medicare, call the Administration, tell them not to cut 
Medicare Advantage benefits and plans. 

Ms. BAICKER. I didn’t watch those commercials. 

Mr. MARCHANT. Yeah? 

Ms. BAICKER. And as your colleague said, brave man. So I don’t 
know what they were speaking to directly. I know there is real con- 
cern out there about the continued availability of different options 
for beneficiaries through the MA plan. Having no idea what the 
commercials are about, I think maintaining a competitive playing 
field for those plans to participate is really important to bene- 
ficiaries. 

Mr. MARCHANT. Well, I think those commercials are directed 
at the Administration, so maybe they’re missing the mark. Unfor- 
tunately, if I want to get any kind of news, I have to view them 
now. 

So, Mr. Guterman, do you have any idea? 

Mr. GUTERMAN. Yeah, I 

Mr. MARCHANT. Because this is beginning to trickle down to 
my district. I’m going to get emails and phone calls about it now, 
and so I feel like I need to understand a little better 

Mr. GUTERMAN. Thank you. Living in the Washington area. 
I’m very familiar with those commercials, and also being on the 
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verge of becoming a Medicare beneficiary myself, I’m also familiar 
with the vast amount of mail that I get on Medicare Advantage. 

I believe that the issue is that Medicare Advantage plans are 
concerned with potential “cuts” in Medicare Advantage payments. 
But I would point out that those cuts are actually bringing Medi- 
care Advantage payments more in line with traditional Medicare in 
terms of what traditional Medicare spends. Because over the last 
10 years, Medicare Advantage plans have been paid substantially 
more than even traditional Medicare costs. 

And traditional Medicare has never been seen as the paragon of 
efficiency. So a cut is a relative term because they may be getting 
less than they would have wanted to be able to expect in future 
years, but the average payment for Medicare Advantage plans is 
still above what traditional Medicare spends per enrollee. 

Mr. MARCHANT. Yeah, so the source of this is not a group of 
Medicare Advantage patients that feel like they’re going to be ag- 
grieved. It’s the people that are being reimbursed that feel like 
they’re 

Mr. GUTERMAN. Enrollees in Medicare Advantage plans, be- 
cause of the extra payments that they’ve gotten, have been able to 
get extra benefits that traditional Medicare doesn’t cover. But to be 
sure, that money comes from the Medicare trust fund that only 
goes to support benefits that Medicare Advantage enrollees get that 
traditional Medicare enrollees do not. 

Mr. MARCHANT. Okay. Mr. Moffit. 

Mr. MOFFIT. I want to comment on this business about Medi- 
care Advantage being paid more than traditional Medicare. I mean 
there’s one obvious fact that should not be overlooked, and that is 
people on Medicare Advantage get more benefits. And therefore, 
that is why it is a higher cost. This is not a market failure on the 
part of the Medicare Advantage program. This is a statutory re- 
quirement. If a plan comes under the official benchmark, they’re 
required by law to provide either lower copayments or richer bene- 
fits, and that’s what Congress enacted. 

So I agree that we ought to have a level playing field, but I think 
one way to get a level playing field basically would be to bring 
Medicare Advantage and traditional Medicare into a direct head- 
to-head confrontation in which we would have a common payment 
system that would apply to all. I think that would make much 
more sense. 

But I would ask you all to consider one other point. Everybody 
talks about Medicare Advantage costing more and more money. 
But when senior citizens join Medicare Advantage, they also are 
guaranteed catastrophic coverage as well as the additional benefits. 
They go into Medicare Advantage in many cases because they want 
to have that kind of protection. 

But when they do so and they don’t go into the Medigap pro- 
gram, right? They are withdrawing from a structural relationship 
between Medigap and traditional Medicare, which is right now, ev- 
erybody agrees, driving costs of Medicare — traditional Medicare up, 
the excessive utilization. 

So my plea would be for the Congressional Budget Office or the 
general Government Accountability Office or somebody to actually 
look and find out how much Medicare Advantage is actually saving 
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the taxpayers — ^by making it an alternative to the traditional 
Medigap program. Maybe Dr. Guterman doesn’t agree with me on 
this, but I think frankly there’s nothing wrong with looking under 
the hood and finding out. 

Chairman TIBERI. The gentleman’s time has expired. I’m sure 
he doesn’t agree with you. 

So, Mr. Smith, you are recognized for 5 minutes. 

Mr. SMITH. Thank you, Mr. Chairman, and thank you to our 
witnesses for your participation here today. If we could focus a lit- 
tle bit, we know that one ought not wait until they need the insur- 
ance to purchase the insurance, be it prescription drug coverage, be 
it conventional health insurance. But we’ve got the penalty in 
Medicare Part D that is structured very differently than perhaps 
some other penalties to be exacted by the IRS relating to other 
healthcare. 

Can you reflect a little bit on the effectiveness of the penalty in 
Medicare Part D that does exist and its productivity perhaps, just 
any of the witnesses? 

Ms. Baicker, go ahead. 

Ms. BAICKER. So the point you highlight is crucial to under- 
standing what insurance is. Insurance works when healthy people 
and sick people are all in the same pool or people who in advance 
of knowing that they might need healthcare join an insurance pool, 
and then the people who are unfortunate enough to need expensive 
care draw out and the premiums of the people who were lucky 
enough not to need care pay to subsidize their unfortunately sicker 
counterparts. 

And it’s always a little surprising to me when people describe an 
insurance plan that they have and say, “I paid all these premiums, 
and I didn’t get anything for it. What was the use?” And I always 
think, well, I paid my homeowners insurance and my house didn’t 
burn down, good. So understanding the insurance value of an in- 
surance product is crucial to building an insurance marketplace 
that works. If people don’t have an incentive to join when they are 
healthy or before they know about their healthcare expenses and 
premiums don’t reflect their expected healthcare costs, you get de- 
generation of the risk pool, and you don’t have a real insurance 
product available. 

And we can talk at great length, but I won’t because I know it’s 
your 5 minutes, about the different mechanisms for getting every- 
body to participate whether you want to use the carrot of a sub- 
sidy, the stick of a penalty, but I share your view that it is vital 
that everybody get in the insurance market early for there to be 
an actual insurance market. 

Mr. SMITH. Okay. Mr. Moffit. 

Mr. MOFFIT. (Off-mic.) 

Mr. SMITH. If you could, turn on your mic. 

Mr. MOFFIT. I really have nothing to add to that. I think that 
that is precisely right, and I think that Dr. Baicker has summa- 
rized it very well. 

Mr. SMITH. Can you speak to the effectiveness, though, of draw- 
ing people in or onto a plan and participating in the process and 
how productive that has been? 

Mr. MOFFIT. Joining a plan and participating in the process? 
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Mr. SMITH. Has the penalty been effective 

Mr. MOFFIT. Oh. 

Mr. SMITH [continuing]. In encouraging people to join the plan? 

Mr. MOFFIT. To the best of my knowledge, Congressman, but I 
haven’t made any kind of detailed study of how the behavior has 
followed from that particular penalty. I’m really not absolutely cer- 
tain. But I defer, as I said, to Dr. Baicker’s understanding of the 
issue. 

Mr. SMITH. Okay. And perhaps for reflection later because time 
is limited 

Mr. MOFFIT. Sure. 

Mr. SMITH [continuing]. The comparison of a penalty for not 
signing up at the appropriate time and waiting as compared to 
criminalizing someone who opts for a different approach than what 
the government might have set out. 

Mr. MOFFIT. There is a difference there. I mean frankly we 
have right now a creditable coverage requirement that exists in the 
Health Insurance Portability and Accountability Act, which says, in 
effect, that you can go from one group health insurance plan to an- 
other, and you’re not rated up — ^basically it’s the same idea — ^you’re 
not rated up because you have maintained creditable coverage. 
That’s an excellent public policy — that’s an excellent public policy 
provision. And, frankly, to the extent to which the Medicare Part 
D proposal does that, I think that’s perfectly legitimate. 

Mr. SMITH. Okay. Mr. Guterman. 

Mr. GUTERMAN. I agree that in order to make an insurance 
market work you need to have an incentive to join the insurance 
market before you actually need to get paid under the insurance. 
And I would point out that Medicare Part B is a similar program. 
I mean the vast majority of Medicare beneficiaries take Part B, but 
you 

Mr. SMITH. So what do you think is more effective, writing up 
someone or penalizing them fairly severely, but maybe not even 
enough to really get someone to make a better decision? 

Mr. GUTERMAJSl. Well, they’re very similar if there are financial 
penalties for not joining, and to my knowledge, nobody’s ever been 
put in jail for not taking 

Mr. SMITH. Should someone have to pay a penalty for not par- 
ticipating at all? 

Mr. GUTERMAN. They don’t have to pay a penalty if they never 
participate, under Medicare Part D and 

Mr. SMITH. Is that a better public policy than having to pay a 
penalty for not participating? 

Mr. GUTERMAN. I think it’s a different circumstance, because 
Part D is a much narrower coverage situation. 

Mr. SMITH. Thank you, Mr. Chairman. 

Chairman TIBERI. Thank you, Mr. Smith. 

Ms. Black, welcome. I know you had a brutal budget hearing. 
Mr. McDermott told us he was leaving, too, and he hasn’t come 
back yet. So welcome. This will be much nicer. 

Ms. BLACK. Thank you, Mr. Chairman. I 

Chairman TIBERI. You’re recognized for 5 minutes. 

Ms. BLACK [continuing]. Want to congratulate you for being the 
Chairman of this Committee. I know you well enough to know that 
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you’re going to study all of these issues and know them inside and 
out. So you’re going to make a great Chairman of this Committee. 
And the reason why you don’t see Congressman McDermott is we 
have him tied up in the chair there in the budget hearing. 

That budget hearing is going to go all day long, but I did want 
to sneak away for just a little bit because this is an area that is 
near and dear to my heart, being a nurse for over 40 years, and 
having been in the system and seeing the pendulum that swings 
from side to side and I’m not sure where I could say the pendulum 
is right at this point in time, but there is one particular issue that 
I, as a nurse, think has a great value and I wanted to ask all of 
your opinions on that. And that is value-based insurance design. 

I am honored to have my colleague, Mr. Blumenauer, as my co- 
sponsor on this, and we actually have a bill that would put a pilot 
project in on the Medicare Advantage side for those chronic condi- 
tions, and in using the value-based insurance design is looking at 
those services that have a high value to them and incentivizing 
people to use that valued service. 

So for those who are listening and wonder what in the world that 
means. Dr. Fendrick, who is out of University of Michigan was the 
one who originally brought me this idea, and I just tagged onto it 
right away. 

But to give an example, if someone is diabetic and one of the 
highly-valued services for them would be their insulin and giving 
them either a low-cost or a no-cost for that particular service would 
incentivize them to use that service and, therefore, save dollars 
down the line with the kind of complications that would occur if 
they were not taking their medication. This is not about saving dol- 
lars, although that is something we want to obviously do because 
there are a limited number of dollars. This is about quality care. 

And so I would like the panelists, starting with you, Ms. Baicker, 
to let me know what you think about this and whether you believe 
this is a direction we should be heading not only for the solvency, 
but also for quality of care. 

Ms. BAICKER. I’m a big fan of value-based insurance design, 
and there are clearly some challenges in the implementation, b^ut 
that doesn’t mean that we shouldn’t be trying to take them on. To 
build on the example that you gave of a diabetic patient, imagine 
that patient is considering taking a statin to lower cholesterol or 
not. We know patients are very sensitive to copayments and that 
going from a zero copayment to a $5 copayment makes a much big- 
ger difference in patients adherence than you would imagine, even 
for really high-value medications. That statin may be incredibly 
high-value for a diabetic patient, and you want to make it zero dol- 
lar copayment. 

Maybe if you’re an innovating insurance company that’s working 
with enough flexibility, you want to actually pay the patient $5 to 
take the statin. That same drug may be very low-value for a pa- 
tient who has high cholesterol or moderately high cholesterol, but 
no other risk factors, unless a very low risk of a cardiovascular — 
an adverse cardiovascular event, whereas the diabetic patient has 
a really high risk. 

Maybe for the low-risk patient, the copayment should be $10 or 
$20. That kind of innovation is not about shifting costs onto the pa- 
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tient who’s paying the higher copay, but rather shifting use of the 
statin toward the patient with the highest health benefit for it. So 
I’m very much in favor of exploring that, and there’s some nods to 
that in existence already. There’s some experimentation in the 
Medicare Advantage program itself now with value-based insur- 
ance design. Safe harbors for preventive care are an example of 
value-based insurance design, where when you go to get a preven- 
tive care treatment that is of sufficiently high value, you don’t have 
to pay copayments even if you’re in a high-deductible plan. So I 
think those are very much worth exploring. 

Ms. BLACK. Does anyone else have a comment on that? Mr. 
Guterman. 

Mr. GUTERMAN. Yes. Thank you, Ms. Black. I had the pleasure 
of working with Mark Fendrick on the advisory group to his Value- 
Based Insurance Design Center at University of Michigan. I’m very 
in favor of that. It’s been long known that when copays have to be 
paid or deductibles have to be met that patients use less 
healthcare, including less healthcare that they really should be 
using. And so structuring the incentive so that even patients get 
rewarded for using cost-effective care that will keep them from get- 
ting sicker and more costly is just an eminently reasonable thing 
to do. 

Ms. BLACK. Well, I know that the CMS is looking at this, and 
they’re actually looking forward enough to say that that’s some- 
thing they may initiate themselves and have a little bit of a pilot 
project there. 

But, Mr. Chairman, I believe that even though they’re moving in 
that direction, a little push from us in actually bringing that bill 
up and getting a vote on it would certainly move this forward a lit- 
tle bit faster. So thank you, Mr. Chairman. I appreciate your work. 

Chairman TIBERI. Thank you. Nurse Black, for your efforts in 
this area. This has been terrific. You three have been very sub- 
stantive, and I don’t want this to end. So I’m going to indulge this 
process a little longer, and I hope you will agree to partake in this, 
because I think this has been really, really substantive. 

So, Mr. Guterman, I enjoyed the exchange that you. Dr. Moffit, 
and Dr. Baicker had with respect to Medicare Advantage. So let me 
kind of frame this for you. I have an 81-year-old father who’s been 
on Medicare now for over 15 years. So he was on Medicare Fee-for- 
Service before Medicare Advantage. I voted for the Medicare Ad- 
vantage plan and was painfully reminded of it in a commercial at- 
tacking me for voting for it and the disastrous consequences of 
Medicare Advantage and the private healthcare market for seniors. 

Now let me tell you the real world that I lived through my par- 
ents. Before Medicare Advantage, my dad was on the Medicare 
Fee-for-Service plan. It didn’t provide what he believed was nec- 
essary coverage, so he was one of those Medigap folks. And when 
Medicare Advantage came around, he and my mom both have been 
on Medicare Advantage plans, and they love it. 

So I do take issue with something you said with respect to Medi- 
care Advantage, and that is that Medicare Advantage plans are 
paid more. Some are paid more, but my understanding is they’re 
paid more because of quality bonuses that they receive, and I men- 
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tioned that Catholic plan in my district that has very high marks 
and have spoken to many of their beneficiaries over the years. 

As you know, Medicare Fee-for-Service doesn’t provide that. We 
as policymakers have no way of knowing the quality that Medicare 
Fee-for-Service provides other than seniors like my dad and my 
mom who speak with their feet and go to Medicare Advantage 
plans because of the more comprehensive nature of the services 
that benefit provides. 

And so my frustration is at the end of the day that we’re going 
to make a Medicare system that benefits seniors in total, that we 
continue to berate a system that has been wildly successful not in 
my eyes, but in the eyes of my mom and dad who are bene- 
ficiaries — and not just my mom and dad, but Republican and Dem- 
ocrat and Independent seniors all over the place. 

And as I think Dr. Mofifit pointed out, when opponents of trying 
to expand seniors’ choice say “voucher” to think about how these 
awful systems are going to take place to leave seniors abandoned, 
I don’t think that’s a really good way to try to come together to fig- 
ure out how we best serve patients, seniors, in a more cost-effec- 
tive, value-added, comprehensive way when we know that the cur- 
rent system based upon CBO’s recent report is heading toward the 
brink of redness. So let’s talk about that, and I would like you to 
first talk about that because I believe you’re sincere in what you 
believe, and then hear from Dr. Moffit and Dr. Baicker. Dr. 
Guterman. 

Mr. GUTERMAN. Okay. Thank you, Mr. Chairman. I think 
there are a couple of things. The plan that you refer to may well 
be a very high-performing plan. One of the problems that high-per- 
forming plans have in Medicare Advantage is that there’s not 
enough distinction between high-performing plans and their com- 
petitors who may not be as high-performing. We need to find better 
ways of rewarding plans that actually do perform for their enroll- 
ees and not 

Chairman TIBERI. Love to have your suggestions on that. 

Mr. GUTERMAN. And, in fact, the substantially higher pay- 
ments that Medicare Advantage plans have received over the last 
decade or so compared to judicial Medicare makes it easier for low- 
performing plans to come into the Medicare Advantage market and 
survive. So we need to find a better way of paying Medicare Advan- 
tage plans for their value, but not just throwing money at Medicare 
Advantage because it includes private plans, so we need to distin- 
guish that. 

Another thing that would help Medicare beneficiaries across the 
board would be to improve the traditional Medicare program so 
that it is more comparable to Medicare Advantage in terms of what 
it can cover and what it can provide. Then they’ll be on a level 
playing field, and even if you wanted to go to a point where private 
plans would compete directly with Medicare Advantage, which ba- 
sically they do, because any beneficiary has the option of enrolling 
in a private plan, then they would be doing so on a level playing 
field. And so the distinction between high-performing plans and 
lower-performing plans could be more evident. 

So I think that Medicare Advantage does have a tremendous 
amount of promise to improve Medicare across the board. I think 
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we need to do a better job of paying them appropriately and re- 
warding the kind of performance we want from plans. 

Chairman TIBERI. That’s fair. 

Dr. Moffit. 

Mr. MOFFIT. Well, with regard to Medicare Advantage, when 
Medicare Advantage started really growing, it started to be the 
subject of a lot more intense examination in terms of how it was 
actually delivering medical services. And the good news here for 
Medicare Advantage is that some of the best work in the profes- 
sional literature indicated, in fact, compared to traditional Medi- 
care, Medicare Advantage actually scored higher on a lot of per- 
formance measures. 

We keep talking about quality of care in Medicare Advantage, 
but frankly I think the more serious problem is the quality of care 
in traditional Medicare. If we’re talking about targeting dollars and 
getting the best value in return for those dollars, where is the evi- 
dence that traditional Medicare is actually performing in any way 
similar to the new Medicare Advantage program? What have we 
been doing with the existing defined benefit program in which sen- 
iors, nine out of ten of them, have to go to private plans to actually 
make sure costs are covered? 

When Dr. Guterman talks about a level playing field, I agree 
with that 100 percent. But they are not competing head to head. 
What I’m talking about is paying Medicare Advantage and the tra- 
ditional Medicare program based on a competitive bidding system 
in which the consumer, in which the senior will actually make the 
choice. 

What we really need in this area, especially — but not only here 
in Medicare, but throughout the healthcare system — is more trans- 
parency not only on the cost and price of services, but also perform- 
ance. And when we do that, we will start to see a very positive re- 
sponse on the part of plans and providers, on the part of different 
medical institutions, and we know this from limited experience 
where we’ve actually done this. 

There are a couple of other things we can do, and I’ll just men- 
tion them with regard to promoting quality of care. We talked ear- 
lier, Mr. Chairman, about the fact that our biggest healthcare chal- 
lenge going forward is the fact that we have a tremendous problem 
with the growth of chronic diseases. And as you know 75 percent 
was the figure I used, but that was based on other independent 
studies, but roughly 75 percent of our costs are basically the cost 
of chronic care. 

We ought to start thinking about innovating insurance designs 
in which people are directly — I’m talking about the patients — are 
directly advantaged by enrolling in wellness and preventive pro- 
grams where the payment system actually reflects that. What I’m 
really talking about is something like premium discounts for indi- 
viduals who enroll in preventive or wellness programs, which can 
start to cut down on the longer-term cost of chronic care. 

There is a professor from Emory University, Professor Zhou 
Yang, who has suggested that we take the existing premiums or 
the premium support notion and at least create a defined contribu- 
tion experiment where we actually adjust the payment going on a 
per capital basis to patients on their behavior, their willingness to 
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enroll in preventive and wellness programs. There are a multitude 
of things that we can do that we are not doing. 

But I think that really the sky is the limit. I think if we really 
want to see how these delivery reforms actually perform, what the 
outcomes really are, what we should do is put them in an environ- 
ment in which there is intense competition, a complete trans- 
parency of price and performance and a lot of your ancillary insti- 
tutions, particularly seniors organizations and various other insti- 
tutions can start to judge plans and providers on how well they do. 

I think that’s the kind of thing we need. We need that kind of 
an environment. We don’t have that environment yet. We can get 
there. And, I appreciate what the Administration is trying to do, 
but I don’t think that you’re going to necessarily get higher-quality 
healthcare through better central planning. I think that a competi- 
tive environment is frankly a lot better. 

Chairman TIBERI. Thank you. 

Dr. Baicker, any thoughts? 

Ms. BAICKER. Just to briefly highlight an issue brought up be- 
fore, Medicare Advantage plans are bidding for the same bundle of 
service below Eee-for-Service costs on average. And then there’s a 
quality add-on, and then there’s the return of some of the dif- 
ference between the benchmark and the bid in the form of lower 
cost sharing for the beneficiary or greater benefits than the tradi- 
tional plan provides. 

So when thinking about how much MA costs, thinking about the 
same bundle of services, the bids are lower. There’s plenty of room 
for debate about the right way to structure the quality bonuses, 
and I think that they’re a crucial component of ensuring that bene- 
ficiaries are getting high-quality care, but it’s really not an apples- 
to-apples comparison. 

Chairman TIBERI. Dr. Guterman, in response. 

Mr. GUTERMAN. Just one response to that. The fact is that, on 
average, right now Medicare Advantage plan bids, which represent 
their costs of the traditional Medicare package, are on average 
below traditional Medicare nationwide. But that varies widely from 
area to area. In 50 percent of the country, they’re actually substan- 
tially above what traditional Medicare spends in the same areas, 
and a lot of those areas are rural areas. 

And it’s a relatively recent phenomenon that only began with the 
quote cuts in Medicare Advantage over payments that began 
around 2010. So as of 2009, Medicare Advantage bids on average 
were actually above traditional Medicare, and then they got 75 per- 
cent of the difference between that and an inflated benchmark rate. 
So it’s not just the quality payments. It is built in 

Chairman TIBERI. Add-ons. 

Mr. GUTERMAN [continuing]. Over payment in Medicare Ad- 
vantage. And the other point is also that only HMOs are cheaper 
than traditional Medicare. Now HMOs are the majority of Medicare 
Advantage plans, but there are a substantial number of other 
PPOs local and regional and also private Eee-for-Service plans — 
which used to be more predominant that actually still cost more 
than traditional Medicare on average across the country. But 
again, that also varies from one place to another. 
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Chairman TIBERI. Would you agree that with the statements 
that have been made here including by me that a senior has dif- 
ficulty in determining the quality of Medicare Fee-for-Service? 

Mr. GUTERMAN. I think that it’s all too difficult for any patient 
anywhere — to determine the quality of provider and plan that they 
are about to get services from or sign up with, and I think we have 
a long way to go. But I remember in the early 2000s when I was 
working at CMS that we first put out the hospital compare — the 
first hospital compare website, and everybody was agonizing over 
the fact that we didn’t have the quality measures that we felt com- 
fortable enough with to say these are the definitive quality meas- 
ures. And the administrator at the time, Tom Scully, said these 
measures are never going to get better if we don’t start using them. 

Chairman TIBERI. It’s all Scully’s fault. 

Mr. GUTERMAN. We’ve come a long way since then, but we’re 
still, I would say, in the adolescence of the ability to measure qual- 
ity — 

Chairman TIBERI. So we would all agree, that transparency is 
desperately needed? Any other thoughts? 

Mr. MOFFIT. Well, I just want to follow up on that. In my other 
job on the Maryland Healthcare Commission, we were looking at 
the performance of Maryland hospitals — there are 47 of them — in 
terms of their ability to deliver high-quality cardiac care. 

Basically what we’re talking about is the door-to-balloon time 
when somebody goes in for a catheter, basically when they need a 
stint, excuse me. And the goal is to try to get the patient taken 
care of within around 90 minutes from the door-to-balloon time. 

Well, anyway, the Commission did an evaluation of all the hos- 
pitals in the State of Maryland. And after a 6-month period, then 
they published the results. And the results were stunning. Some of 
the hospitals that people thought were going to be just terrific 
turned out not to be so good. And then others that nobody expected 
turned out to be absolutely terrific. 

But what was the effect of the transparency. The effect of it was 
tremendous because when the Commission staff went back, just 
about everybody had improved their performance. Some institu- 
tions decided that, frankly, measuring up to the standards was a 
little too much and they gave up that particular cardiac program. 
But others actually improved. And that’s how you get real change. 
There’s nothing like sunlight, and it applies especially to Medicare. 

Chairman TIBERI. On that note, this has been wonderful. I sin- 
cerely thank all three of you for your time today and your input, 
and I hope that you continue to engage because, quite frankly, 
there aren’t any more important issues than the future solvency of 
the Medicare program and access to good quality healthcare, not 
just for the current generation, but future generations as well. 

So with that, please be advised that Members will have 2 weeks 
to submit written questions to be answered later in writing. Those 
questions and your answers will be made part of the formal hear- 
ing record. With that, the Subcommittee stands adjourned. 

[Whereupon, at 11:57 a.m., the Subcommittee was adjourned.] 

[Questions for the Record follow:] 
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I appreciate the opportunity to answer these additional questions troin the C'ommitlce Members 

From Representative Black of Tennessee: 

1 , Over the next 75 years, it is estimated that Medicare 's HI Trust fund wHl encounter 
unfunded HabitUies totaUng some $3 trillion (Tlte SMI unfunded liability is $2'1.8 trillion, 
far a total unfunded liability of $27.S trillion}. The Tfvstees suggest that a decrease in 
expenditure of 15% w ould allow this shortfall to be closed. Question: H’hot ideas do you 
tune for achieying this 15% reduction? How do you balance the need to make these 
reductions in Medicare spending while presening access and qualit}’ of care? 

Moving away from fee-for-sereice Medicare towiirds programs and paswenis that reward 
value > such as Medicare Advantage, premium support, or other hsk-bearing entities - is an 
avenue for slowing the growth of low-value health care spending while eitsunug that all 
beneficiaries continue to have access to innovative, high-value care. 

2. As life expectancy increases, people wilt receive Medicare benefits for longer amounts of 
time, causing benefits to be a larger share of lifetime eaiyiings for later populations. The 
reigning assumption has always been that these later generations would also pay more in 
payroll taxes, because real earnings generally grow overtime. However, real M uges have 
harely increased over the past 5 years, if not for longer. Question: Given the fact that 
younger generations wilt not be paying as much as anticipated into the system, while 
drawing much more out of it. how is the HI Trust Fund impacted, and can we further state 
that Medicate s solvency^ can be improved by Jump starting wage growth ? 

Medicare solvency will always been improved when the taxable wage base is larger relative 
to aggregate promised benefits. The wage b:ise could be expanded through longer working 
lives, higlier eaniuigs, or higher ta.v rates Fiscal balance could also be restored by reducing 
spending, such as though pa>i]ieot reforms desenbed above 

From Representative Price of Georgia: 

1. Question: CMS has stated their goal is to "make unprecedented improvements to the 
progmmj'or plans that provide high quality care to the most vulnerable enrollees. " How do 
significant reductions in payment for the chronically ill improve the .Medicare Advantage 
Program and improve care provided to our sickest and most vulnerable members? Can you 
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Speculate as to the clinical rationale of reducing paivients to chmnically ill? Are ayvare 
of the clinical studies were relied upon 6v CMS in making this determination? 

I am noi familiar witli CMS’s raiionalc or ihe studies upon wliich they relied. I believe Uiat a 
wcll-funeiiontng Medicare program would use carefully risk-adjusted pavmcnis to make sure 
that there is no disincentive to enroll sicker populations, and that adequate luuds are available 
to provide them with the high-quality care that they need. 

2. Question: Cun'enlly, hixspital outpatient departments arv allowed to bill patients at a higher 
rate than freestanding communit\’ based physician offices. What are your thoughts on how' 
this payment dis^iarity has affected consolidation in the healthcare marketplace? Lust 
November. Congi'exs }>asxed site neutral Medicare payment policies for any off-campus 
HOPUs that acquired or built after Nov 2. 2015 which is estimated to save 
approximately $9 billion o\er 10 years. Do you think expanding this policy to all off-campus 
outpatient facilities yvould he beneficial to Medicare*s long tenn solvency? Do you think that 
Medicot'e or beneficiaries should he paying more for the same services at facilities that were 
purchased or built hefoie the November 2, 2015 enactment date? Ihere has been an effort 
by some to exempt or can e out certain HOPD facilities from the site neutral payment 
pivvision included in the Bipartisan Budget Act - what is your response to that? 

I believe that payment schedules that drive patients to higher-cost sites of care or promote 
otherwise inefficient market cnnsiitidaiion or organization are hannful to the financial 
sustainability of the Medicare program and to beneficiaries’ ongoing access to high-quality, 
affordable care. The principle of site-neutral payments is that patients (and the Medicare 
program) should not pay more for equally appropriate and equally high-quality care just 
because it is delivered in one type of location vs. another, lliere are certainly' challenges to 
applying this principle across settings (for example, emergency departments may' cost more 
because of necessary' stand-by capacity), but I believe that it should be applied more broadly 
tlian it is now. 


Smcerely, 




Kallierinc Baicker 
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Questions for the Record: Hearing on Preserving and Strengthening Medicare 
From Represer^tative Black of Tennessee: 

1. Over the next 75 years, it is estimated that Medicare's HI Trust fund will encounter 
unfunded liabilities totaling some S3 trillion (The SMI unfunded liability is SM.8 trillion, for a 
total unfunded liability of S27.8 trillion). The Trustees suggest that a decrease in expenditure of 
15% would allow this shortfall to be closed. 

Question: What ideas do you have for achieving this 15% reduction? How do you balance the 
need to make these reductions in Medicare spending while preserving access and quality of 
care? (Invites discussion of Premium Support.) 

Response (Stuart Guterman): There are essentially three approaches to reducing Medicare 
spending; one involves reducing Medicare eligibility and/or benefits, another involves shifting 
the some of the cost of Medicare services to providers and/or beneficiaries, by reducing 
Medicare provider payments and/or requiring beneficiaries to pay more for their Medicare 
benefits, and a third involves changing the way health care Is organited and delivered, to 
increase efficiency and effectiveness and improve outcomes. These sets of strategies are not 
necessarily mutually exclusive, and some combination of them may be necessary to achieve the 
desired results. However, I would assert that these three approaches differ both in terms of their 
impact on Medicare's ability to fulfill its mission of providing access to needed health care for its 
beneficiaries and in terms of their likelihood of success in controlling Medicare costs. 

The first approach, reducing Medicare eligibility and/or benefits, is exemplified by proposals to 
increase the age of Medicare eligibility from 65 to 67. While this would reduce the number of 
beneficiaries, and therefore temporarily address the rapid increase in enrollment that Is seen as 
a major factor in projected increases in Medicare spending, its effect on program spending is 
likely to be small, because Medicare beneficiaries between the ages of 65 and 67 account for a 
disproportionately small amount of program spending, which increases rapidly with age. 
Moreover, much of this reduction in Medicare spending would have to be made up by increases 
in spending from other public and private sources, as the effected population would shift to 
coverage through the health Insurance marketplaces or Medicaid or extended employer- 
sponsored coverage. Nothing in this approach would address the underlying problem that faces 
both Medicare and other public programs— and private insurance as well: that our health 
system spends substantially more than other countries without achieving better results. 

The second approach, shifting costs to providers and/or beneficiaries, is exemplified by two 
policies: one, which has been applied without success for decades, is cutting Medicare 
payments to providers; the other, which has been proposed over the past several years, is 
premium support, which essentially places responsibility on Medicare beneficiaries to control 
health care spending, which both public and private payers— with much more market power- 
have consistently failed to do so. 
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While it is true that reductions in Medicare payment rate updates have slowed the rate of 
program spending several times— the most dramatic example being the Balanced Budget Act of 
1997— they did not have a sustained effect on program spending because they did not change 
the underlying structure of health care delivery; moreover, health care cost growth was 
supported by sharp increases in provider payment rates from private insurers. 

The premium support approach, under which beneficiaries would have financial incentives in 
choosing to obtain their coverage from traditional Medicare or private plans, was first 
described by Henry Aaron and Robert Reischauer more than 20 years ago, and various versions 
of that approach have been proposed over the past several years by the House Budget 
Committee, among others. However, in Aaron and Relschauer's original proposal, they clearly 
specify several conditions for the success of such an approach, including two important 
features not included in the more recent proposals: 

• Traditional Medicare's benefit package should be more comprehensive, to foster 
competition on a level playing field; and 

* The federal premium support payment should, initially at least, increase at the same 
rate as per capita spending on health care for the non-elderly). 

Without these conditions. Medicare spending might, indeed, he slower, but nothing in this 
approach would ensure— or even necessarily encourage— the kinds of changes in health care 
delivery that would be necessary to slow the total costs of health care for Medicare 
beneficiaries. The result would be higher out-of-pocket payments from a population that tends 
to be poorer and sicker than younger Americans. Moreover, the recent premium support 
proposals fail to take into account the quality of plans or their capacity to serve their enrollees, 
which would mean that the premium support payments might be set based on the bids 
submitted by poor performing plans or small plans that do not have the capacity to serve an 
increased number of enrollees. This not only would put at risk beneficiaries who are currently 
enrolled on traditional Medicare, it also could result in financial penalties for beneficiaries who 
currently are enrolled in highly-regarded plans like Kaiser Permanente, 

The only strategies that hold real promise for controlling Medicare program costs are those that 
address the underlying causes of cost growth throughout our health system: increasing 
accountability for high provider costs and improved rewards for improvements in efficiency and 
effectiveness and greater transparency In health care prices and quality, This Congress has taken 
bipartisan action to move in that direction in passing the Medicare Access and CHIP 
Reauthorization Act of 2015, and it should continue to encourage efforts to move from volume 
based to value-based health care financing. 

I also would like to reiterate here a point that I made in my testimony; that preserving and 
strengthening Medicare involves not only reducing program spending, but also recognizing the 
fact that, with a growing elderly population, it is reasonable to expect that a larger proportion of 
our economy's resources would be devoted to supporting their access to the health care they 
need. The base Medicare payroll tax rate has not increased in 30 years, despite the substantial 
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demogfaphic changes that have occurred since then. Although Medicare payroll tax rates have 
Increased for high Income beneficiaries, a broad re-examination of Medicare financing should 
include not only the spending side of the equation, but the revenue side as well. Asking current 
workers to help sustain Medicare's fiscal viability should be seen not as a shift from one 
generation to the other, but as an attempt to make sure that Medicare continues to serve the 
needs of the younger generation when they inevitably become Medicare beneficiaries 
themselves. 

2, As life expectancy increases, people will receive Medicare benefits for longer amounts of 
time, causing benefits to be a larger share of lifetime earnings for later populations. The reigning 
assumption has always been that these later generations would also pay more in payroll taxes, 
because real earnings generally grow overtime. However, real wages have barely increased over 
the past 5 years, if not for longer. 

Question: Given the fact that younger generations will not be paying as much as anticipated into 
the system, while drawing much more out of it, how Is the HI Trust Fund impacted, and can we 
further state that Medicare's solvency can be improved by jump starting wage growth? 

Response (Stuart GutermanJ: As I mention above. Medicare solvency has a revenue side as well 
as a cost side. Regardless of assumptions about workers' wage growth In the future, policy 
makers should consider the prospect of changes In how Medicare is financed, including increases 
in the base Medicare payroll tax rate. However, spurring wage growth certainly would help to 
generate more revenue for the Medicare Hospital Insurance Trust Fund, and contribute to 
preserving Medicare in future years. 

However, the issue of workers' stagnant wages is extremely important, not only for Medicare's 
future and its availability for current workers but also, in a much broader sense, for the viability 
of the American Dream— if workers cannot count on rising wages, their path toward providing 
their families with a more secure future is made considerably more difficult. And this has a lot to 
do with the broader issue of what we spend on health care in this country, not only in Medicare 
but also throughout the health care sector. 

For several decades, wage increases for American workers have been eaten away by the 
increasing cost of health care. \Workers are affected by this phenomenon in three ways: 

• Sharp increases in workers' premiums for employer-sponsored health insurance have 
taken a larger chunk out of workers' paychecks; 

• Higher health care costs have increased spending on government health care programs, 
leading to higher tax burdens on both a federal and state and local level; and 

• Higher health insurance premiums mean that employers have to devote a higher 
proportion of their employee costs to their share of premiums, rather than wage 
increases. 
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So, one way of spurring wage increases would be to find a way to slow the growth of health 
care costs. The U.S. currently spends almost 50 percent more on health care— both as a share 
of our economy and on a per capita basis— than any other country in the world. (At the same 
time, I would point out that most other high-income countries have older populations than we 
do, so the problem is not attributable solely to demographics.) Certainly, freeing up some of the 
$42.2 trillion the U.S. is projected to spend between 2015 and 2024 would help reduce the 
burden on workers- as well as on businesses and all levels of government. In fact, if we were 
able to hold health care cost growth to the rate of growth in our economy as a whole— which 
would still represent a whopping 67 percent increase in health spending over that time 
period— we would free up almost $5 trillion that could instead go toward wage increases, lower 
health insurance premiums, and reducing government budget deficits. 

Thanks again for the opportunity to testify and to respond to these Questions. Tm happy to 
respond to any follow-up or additional questions you may have. 
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I'o: Taylor I'roll, Legislative Assistant, Subcommittee on Heulth, C'ommittee on ays and 
Means, Vnitcd Slates House of Representatives. 

From: Robert Kmniet Moffit, PhD., Senior Fellow, The Heritage Foundation 

Kc: Response to Questions for the Record. House Subcommittee on Health, Hearing on 
“Preserving and Protecting Medicare**, March 16, 2016. 

Dale: 4/13/16 

The following are my responses to Members' Oii<?stions for The Record. 

Representative Black of Tennessee. 

Question What ideas do you have for achieving a 15 percent reduction (in Medicare 
expenditures)? How do you balance the need to make these reductions in Medicare spending 
wliile preserv ing acces.s and quality of care? 

Answer: As you note, the Medicare progj-am’s long-ienn (75 year) unfunded obligations amount 
to $27.8 trillion. In my testimony, 1 outlined four major .structural changes that svould go a long 
way to securing that objective. In response to your question, I am providing some prclimin;iry 
estimates of the budgetary impact of these changes dev eloped by the Heritage Toundaiion’s 
Center for Data Analysis (CDA). Bui I hasten to add, as I noted in my testimony, that whether or 
not these specific changes could achiev e the desired fiscal impact over the long*icnn should be 
validated by the C’ongressional Budget Office (CBO)). or perhaps tlie Office of tlie Aciuarv' at 
die C enters for Medicare and Medicaid Services( C*MS). 

The first diree of these clianges are directly applicable to the existing traditional ( fee for 
service) Medicare program: the combination of Paris A and B, along with reform of Medicare’s 
cost sharing and Medigap coverage; raising the normal age of eligibility to age 68; and 
expanding the existing '‘means testing” in the Medicare Part H and D prograni.s by lowering the 
income thresholds for the payment of higher premiums from $85,000 to S55.000 for single 
individuals, and from $170,000 to SI lO.OtX) for couples. With respect to “mcans-iesiing\ Uiese 
changes in the initial income thresholds would mean that the total number of upper income 
Medicare beneficiaries that would be required to pay higher than the standard premium rates 
w ould be inci eased from 6 percent to an estimated 10 percent of the total Medicare population, 
including an estimated ^ percent who w ould pay full premium. 

Hie Heritage l-oundation's Center for Data Analy.sis (CDA) has provided a preliminary' 
.set of estimate.s for budgetary savings over the years 2017 to 2026 of these structural changes. 
By combining Medicare Parts A and B. plus the proposed cost^sharing and Medigap reforms, 
CDA estimates the multi-year savings at $98 billion. Kxpanding die "means testing”- ihal is. 
reducing the taxpayer subsidies for vvealdiy recipients enrolled in Medicare Parts B and D- 
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would yield an estimated S538 billion. Raising the nonnal age of Medicare eligibility to 68 
would yield S370 billion. 

Beyond these structural changes m the traditional Medicare program. 1 empiia-si^ed the 
long-term cost saving potential of expanding the defined contribution linaneing that already 
covers a majority of Medicare recipients in Medicare Parts C and D- Part D especially. Tlie 
infrastructure of an expanded defined contribution program already exists with the 
administration of Medicare Parts C and D. Congress should he able to effect a full transition to 
such a program within tltrce lo five years. As is done today in Medicare Part D, for each 
Medicare beneficiary, the federal government would make a defined contribution - a fixed dollar 
amount • to a comprcbcnsn c. integrated health plan chosen by that Medicare beneficiary. The 
contribution would be based on a system of competitive bidding for the provision of today's 
Medicare Part A. B and D benefits. So the existing Medicare gtmmnfce would be the very basis- 
not the antithesis* of a Medicare “premium support" program, meaning that the government's 
contribution would olTset the premium cost of a person's cho.scn plan. If an enrollce purchased a 
more expensive plan than provided by the government coniribulion, the enrollec would pay an 
additional amount in premium. If the cnrollee purchased a less expenshe plan than afiorded by 
die government contribution, the enrollec would be able lo keep the difference in personal 
savings. In other words, with such a program. Iieneficiaries would be able to purchase even more 
than tliey do today with their Medicare dollars. 

Once again, the aizc of potential savings would be based on the assumptions and the 
details of the premium support proposal. Over many year«, there have been several variations, as 
you know, on this common theme, as well as v'arious savings estimates. In 20 1 3, C’BO estimated 
dial if die government contribution were lo be based on an aveivge bid among competing plans 
(like the formula that governs the FI'.HBP today), and applied to the current Medicare 
population, die savings over the period 2014-2023 would be $69 billion. If the gov'emmeni 
contribution were based on the “second lowest" cost plan option, CBO estimated the savings 
over the same period lo amount lo S275 billion.* 

I'lie key i.s competition. Health plan optioiLs, competing on a level playing field, should 
include traditional Mcdiciuc fee-for-scrvicc (FFS). A revamped traditional Medicare, based on 
die integration and rationali/aiion of benefits and cost sharing as I ouUincd in tny testimony, 
would be armed wtUi new fiexibiltties lo compete directly and effectively widi private plans. Fhe 
competition would include Medicare Advantage (MA) plans, as well as various private and 
employment-sponsored plan.s. All plans would be required to offer catastrophic cov erage; in 
other words, be ttaJ health insurance; and all plans would operate under improved risk 
adjusimcnl. as well as (he iiisunmce marketing and rating rules that today govern MA plans. The 


^ Congressional Budget Office, “Options for Reducing The Deficit: 2014 to 2023," (November 2013). p. 204. 
https ://wsvw.cbo fiov/sites/defautt/flles/cDoh(esyatt3chmenU/44715-OptlonsForneQucinKPefictt-3.pof 
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competition among these plans would he intense. It would take place on a regional basis for most 
plans, but po-ssibly even on a national basi.s I'or those insurerH who wished to olTcr plans to 
compete in every part of America. In my view, these competitive plans should operate in a 
program administered much like private plans arc today in the Federal Employees Health 
Benefits program (^I•HBP), that today covers millions of federal workers and retirees. 

Question: Given the fact that younger generations will not be paying as much as anticipated into 
the system, while drawing much more out of it. bow is the HI Trust Fund impacted, and can wc 
further state that Medicare's insolvency can be improved by jump starting wage growth? 

Answer: A strong economy and rising wages increase revenues obviously enhance the solvency 
of the HI Tnisi Fund. Slow economic growth and a slow wage growth have the opposite effect. 
The HI Trust Fund, while Just one marker of Medicare's overall financial health, is already 
deteriorating. According to the January 2016 C’BO report, the positive balances in the Trust Fund 
arc projected to steadily decline and the Fund will be exhausted in 2026. 

In the short nm. it appears that economic forces will not be enough to improve (he health 
of the Trust Fund. CBO is now projecting relatively slow economic groN\tli, as measured by 
GDP, declining from an estimated 2.7 percent this year to 2 percent in 2020. and growing at an 
average annual rate of just 2 percent over the period 2021 through 2026.* CBO reports, Fhat 
rale represents sigtiificaiU slowdown from the average growlh of potential output that was 
obsened during the 1980s. 1990s. and early 2000s: the slowdown results largely from slower 
projected grow Ui in the nation’s supply of labor.” ^ Moreover. CBO projects that **rcaJ labor 
compensation per hour” in the business sector of the economy will grow' at an annual average 
rate of 2 percent between 2021 and 2026.'' 

In short. America is not going to “grow” out of the impending entitlement challenge. Wc 
must, tlierefore. focus on structural changes in the Medicare entitlement. Congresswoman Black, 
you are right to emphasize the role of the rising liencllciary' life expectancy- a positive 
development. Bui an mcrcasingly longer life in retirement, while the ratio of woricers to retirees 
continues to shrink, continues to exert additional pressures on the Trust Fund. In 1 965, when 
Medicare was enacted and the age of eligibility was set at 65, the average U.S. life expectancy 
was 70.2 years of age. Mortality rates, at evety age. have fallen dramatically. Today, according 
to Census Bureau data, average life expectancy is 79.4 years, meaning that beneficiaries will 
c.xperiencc 14.4 years on the Mcdic«irc program. Tliai rises to 20.6 years in Medicare coverage 
by 2060. when the average life expectancy is projected to reach 85.6 years of age. 


^ Congressional Budget Office, ‘The Budget and Economic Outlook: 2016 to 2026,* (January 2016|, pp.6*7. 
https:y/www.ctiO-gov/S(tesydefault/lilo^/n4th congfgss-201S-20I6/repom/5ll29-2Qi60utloo k .OneCQl 2 pd< 

* Ibid. p. 7. 

Nbid.p.52. 
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Americans can work longer, expanding labor force participation and beetlng up payroll 
tax revenues and delaying entitlement demands. Increasing the normal age of Medicare 
eligibility would make a positive contribution to the financial health of the f II trust fund, fhe 
National Bureau of Economic Research (NBER) recently puhlislicd some impressive research 
showing that Americans have signiftcant health capacity to work at older ages, with Americans 
in die lop quartile of education showing the largest potential galas, 'rhere is. as I iTTielly 
meniioncd in my March 16'** testimony, already some progress in this direction. Tlic NBER 
research, mainly focused on men, shows that for males aged 65 and older, labor force 
participation Icil from 47 percent in 194h to just 16 |>crceiit in 199.^, hut that labor force 
participation rose to 24 percent in 2013.^ A key implication of the dtta on work capacity in 
relation to health, according to their findings, is that the average number of years worked for men 
between the ages of 55 and 69 could incnca.se *‘by at least” 2.5 ycar^.^ 


Kcprescntalivc Price of (veorgia 

Question: Should Medicare benellciaries be allowed the same access to life-saving technologies 
that is currently being used by the under 65 population? 

.4/r.sMvr; Yes, of course. In the case of diabetes, the condition you cite, the total cost of diabetes, 
according to the American Diabetes A.ssocialion. amounted to S245 billion in 2012. including 
direct medical costs and indirect economic costs. Congressman Price, your example of seniors 
not ha\'tng Medicare access to continuous glucose monitors (('CiMs), a medical technology today 
covered by 95 percent of private health plans, is thcrclbrc particularly apt. But it Ls only a recent 
example of the ol\en radical discontinuity of care and coverage that occurs simply because a 
person lurus age 65. 

As far back as 2000. the Lewin Group, a nationally prominent cconomcincs fimi 
modeling health care policy proposals, found that the cumbersome process for determining 
cov'cragc, crxling and payment levels continued to delays in the provision of new medical 
technologies. The Eewin analysis then (bund Uiat the addition of new technologies in the 
program took an>’where from 15 months to five years. More recently, writing in the April II, 
2016 edition of The U'aH Street Joumuh Scott Gottlieb M.D. cites the problem that Medicare 
beneficiaries today face securing broader access to aortic heart valves - approved by the FDA 


^ Courtney Coile, Kevin Milligan and David A Wise. "Health Capacity to Work at Older Ages: Evidence From the 
U.S.,* National Bureau of Economic Research, Working Paper 21940. January 2016, 

hnp7/pose.don01.isrn.com/dehvc fv.php ?l00 740930901 1S100066024067086092 10102702007202106S0910361 
2 6000 0 4806 1 048 L2 306 80 4 708001 10 4909S 1 04064 QRQl 1 2 099118021049018096007001068088019125115003097 
0290751 26 030031 111 028110077103003103100 0861 18073AEXT-»p df 

*H>id,.p.4. 

’ Ibid., p. 24. 
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back in 201 1 and \ alidaled by peer review studies in seieiuific journals- because Medicare’s 
current rules impede their wider use among seniors. Il may well sen e Congress to ha\ e the 
Goveniment Accountability OtHce undertake a comparative analysis of access to medical 
tccluiologics in private health plans. Medicare Advantage an cnrollecs in traditional Medicare. 

With a premium stipporl system of iinancing. it is more likely that a person would be able 
to keep their private coverage or employment-based coverage, assuming il meets Medicare’s 
basic insurance requirements. Seniors would secure offsetting Medicare pavnienLs for that plan, 
and thus keep that plan, and its benelUs. covered medical procedures, technologies and provider 
networks. In other words, we should expand the opportunity for seniors to keqi the eovciage that 
they have and they like before retirement, and enable them to take it with them into reliremcni. 
wherever possible. 

WilJ» the maturation of the competitive Medicare programs. Medicare Parts C and 1), we 
are getting a much better idea of the performance of programs driven by consumer choice on cost 
and outcome.s. In the case of Medicai'c Paii 0, which provides seniors with broad array of drug 
therapies, greater access to drug therapy has been correlated with reduced hospitalization and 
nursing home care. Research has also shown that access to prc.scription drugs, appri^priately 
prescribed, of course, has been associated with a decline in other medical spending, including 
ho.spilal emergency room spending.* Likewise, the Medicare Advantage program has expanded 
access to medical treatments, therapie.s and technologies. As staled in my testimony, I believe wc 
need to go a stqr further, however, and broaden choice and access further by expanding the 
Iinancing arrangement that today characlcri/.c.s Medicare Part D. 

Question: Do you think that Llie.se teclinologics. which involve an initial cost investment, will 
help to improve the quality of lile of beiiefteiaries, while also working to save Medicare dollars 
HI Uie long run? 

Answer: Yes. Modem medicine has been characterized with impressive advances in 
technologies - including phamiaccutical (lierapies. diagnostic screenings and improved surgical 
interventions. Medical technology obviously increases health care costs, particularly at the 
inception of its use. as is the ca.se with virtually all new technologies in every sector of the 
economy. As a general rule, medical technologies, with some exceptions, have been worth that 
initial cost. It is also safe to say that the nation will not save Medicare dollars by denying person.s 
access to adv anced medical technologies that w ill improve their health and their quality of life, 
and also reduce medical complications, needless sulll'ering. the incidence of preventable medical 
conditions and hospital readmissions. In either case, whether the initial cost is high or low is a 
secondaiy question. I'he more important question, over lime, is this: Arc we getting value for our 
healtli core dollars? 


* SeeJ.M. McWilliams, "implementation of Medicare Part D and Nondrug Medical Spending tor Elderly Adults with 
Limited Prior Drug Coverage." yowmo/o/t/jeAmertcon Medtcol Aisociotion, 306. (2011): 402-409. 
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In certain cases, the positive results of technological inteiA'enuons are beyond dispute, 
because they reduce both direct {additional nr long-term medical care) and indirect costs (lost 
income or productivity 1. In a 20 1 3 study of the impact of comcal transplants, for example, the 
Lewin Group, for example, found that an ‘average person" whose vision has been restored 
through such a transplant would avoid S2 14,000 in indirect costs( such as lo.si employment or 
productivity) over the coun%e of a lifetime. Ijecausc three out of four patients getting such a 
transplant are over 65 (mostly Medicare patients), the direct medical benefit to a beneficiary 
would be S67,000 in direct cost savings from the avoidance ofblindncss.^ Needless to say. a 
person’s sight is priceless. 

On this genera) topic of medical technology and value for health care dollars, there is 
impressive professional literature. In 2001. Professor David M. Culler of Hitnard University and 
Dr. Mark McClellan, former Administrator of CMS. wrilmg in Health Affatf's, examined the 
costs and benefits of technology for five medical conditioas; heart attacks, low birthweighl 
babies, depression, cataracts-, and breast cancer. For the technological changes in breast cancer 
screening, they found the benefits “roughly equal" lu the costs, lliey also found that the cost of 
the medical technologies for treating Uic first four of the conditions wa.s high, but the health 
benefits of those technologically-driven Ircatracnis were even greater. They conclude: “Although 
we analyze only some conditions, our rc.sulls have implications lor the health care system more 
broadly. The benefits from lower infant mortality and belter treatment of heart attacks have been 
sufficiently great that they alone arc about equal to the entire cost increase of medical care over 
time. Thus, recognizing that there are other benefits to medical care, we conchulc that medical 
spending as a whole is clearly worth the cosI."'° In a 2(K)6 study, published in AVu England 
Journal oj Afedicme. Professor Culler and his colleagues wrote: “Our primarv* conclusion is that 
although medical spending has increased over time, the return on spending has been high. In 
considering health policy, the concern about high medical costs needs to be balanced by the 
benefits of the care received." 


* The Lewin Group, ’"Cost Benefit Anaivsis of Corneal Transplant," September 9, 2013, 
http://www.festoresigtU Qrg/wp-CQnte!>t/uploads/20 14/ 03/lewin Sludy-Sfcpt.2013 ptft 

^ David M. Cutler and Mark McClellan, "Is Technological Change in Medicine Worth It?" Health Affairs. Vol. 20, No. 
5 ( 2001), pp. 11-25. http://contenc.h ealtMaHair s. Ofg/con tent/20/5/lt.full 

David M. Cutler PhD., Allison B. Rosen,M.D., and Sandeep Vijan,M.O, The Value of Medical Spending in The 
United Stales. 1960-2000," The New England Journal of Medicine, 355: ;920-927. August 31. 2006. 
hnp://www. neim.org/dot/full/l0 1056/.NEJMsa0S4744 
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March 30, 2016 


The Honorable Pat Tiben 
Chairman 

Subcommittee on Health 
Commrttee on Ways & Means 
U S. House of Representatives 
Washington. DC 20515 


The Honorable Jim McDermott 
Ranking Member 
Subcommittee on Health 
Committee on Ways & Means 
U S. House of Representatives 
Washington. DC 20515 


Dear Chairman Tiben and Ranking Member McDermott 


On behalf of AARP and millions of Medicare beneficiaries, thank you for holding a heanng on 
March 16. 2016. to discuss preserving and strengthening Medicare. AARP. with its nearly 38 
million members m all 50 States and the District of Columbia. Puerto Rico, and U S Virgin 
Islands, is a nonpartisan, nonprofit, nationwide organizatKXi that helps people turn their goals 
and dreams into real possibilities, strengthens communities and fights for the issues that maner 
most to families such as healthcare, employment and income secunty, retirement planning, 
affordable ubitbes and protection from financial abuse. We agree the high cost of health care 
generally needs to be brought under control in order to preserve access to and the affordability 
of Medicare for future generabons Growing spending on healbi care has strained the Medicare 
Hospital Insurance Trust Fund (Part A) and has required an increasingly larger portion of 
general revenues (Parts B and D). We are concerned, however, that some of the options 
discussed by the Committee do not address the underlying causes of high health care 
spending Instead, they merely shift the financial burden onto older Americans and others who 
depend on Medicare for their health security. 


In addibon to high health care costs, increased Medicare expenditures are due pnmarily to a 
growing Medicare population Spending per beneficiary has actually grown slower than both 
GOP and private insurance in recent years Proposals which force beneficiaries to pay more, 
without improving the value and quality of care received, essentially punish the beneficiary for 
being sick Moreover, when half oi all beneficiaries earn less than $24. 1 50 per year and already 
spend 1 B% of their income on health care expenses, adding to their personal costs is no 
solubon - it simply shifts costs and reduces access to care Some of the ideas discussed in the 
hearing - increasing cost-shanng; increasing income relaUng of premiums, and raising the age 
of eligibility - are pnme examples of shifting costs to beneficianes without addressing the 
causes of high health costs. 

First, when confronted with paying a deducbble or copay, the pabent considers whether to utilize 
the service or not If the provider orders a test, the patient either accepts the doctor's advice or 
chooses to forgo care The individual, or their caregiver, is not thinking about finding a better 
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deal elsewhere Once engaged with their physician, the patent usually follows the doctors 
advice Seldom do benericianes second-guess the doctor's decision as to the necessity of the 
service Moreover, the notion that Medicare beneficiaries deliberately over-uiilize the health 
system, and that having ‘more skin in the game" would lead to better choices, ignores the role 
providers play in inftuenctng their patients Increased cost-sharing may reduce utilization, but it 
reduces both necessary and unnecessary care Patients forgoing necessary care due to higher 
cost may end up costing Medicare more in the long run. 

Second, raising the applicable percentage amount for premiums or expanding income-relating 
to 25 percent of the beneficiary population ts a direct cost-shift felt hardest by the middle class 
To pul this in perspective, presently only 5 percent of beneficianes reach the income threshold 
for higher premiums. If a 25-percent quota were instituted, as some have recommended, the 
threshold would have to be set under $50,000 (instead of the current $85,000) This income 
related payment would be in addition to the existing tax paid to Medicare by middle-income 
Social Security benefioanes with incomes over $34. 000 ($44,000 couple hling jointly) aside 
from premiums and other cost-shanng, middle class beneficianes above these thre^olds 
continue to finance Medicare dunng their retirement through a dedicated income tax - paid to 
Medicare - on up to 35 percent of their Social Security benefit 

Moreover, when determining who is subject to the income-related premium, the Medicare 
program relies on the benehciary's tax return from the prior year (which reports income from the 
year before) Thus, new retirees (whose income is likely to have dropped precipitously from their 
working years) would be subject to higher income-related premiums based on their previous 
wages, not their current financial situation 

Unfortunately, a common refrain among proponents of greater cost-sharing is Medicare 
beneficiaries receive three times more tn benefits than they contribute Such a dollar-in/dollar- 
out assessment of the Medicare program is limited and inaccurate. Mainly, the average ' 
lifetime benefit does not reflect any indivrduars circumstances We know, for instance, the small 
percentage of beneficianes with multiple chronic conditions use a significant percentage of 
Medicare resources. In fact, recent numbers indicate Medicare spending on those with even 
one chronic condition is 5.4 times greater in Part A and 2 35 times greater in Part 6 compared 
to beneficianes without chronic conditions.' The few high-cost beneficianes skew the average. 
Thus, most beneficiahes never reach the average' lifetime benefit 

Also, the spending numbers do not reflect value Some experts have argued that up to 30 
percent of Medicare spending is wasteful and does little to improve health These lifetime 
benefit estimates, therefore, include wasteful spending. The problem with concentrating on the 
gap between contnbutions and benefits is it inevitably calls for either increasing taxes or cutting 
benefits, or both, without addressing the underlying inefficiencies in the system Instead, we 
must focus on responsible solutions to get better value for our health care dotlai^ As the health 
care system embraces the goals of better care, better health, and lower costs, the gap between 
the lifetime amount of Medicare contributions paid and benefits received will likely fall 

Third, raising the age of Medicare eligibility would likely do more harm than good by raising per 
capita Medicare costs Removing the youngest and healthiest older Americans from the 
Medicare nsk pool will result In higher premiums for those remaining in the program It would 
also raise costs for the 65 and 66 year olds no longer eligible, as private insurance for 65 and 


^ Centers for Medicare and Medicatd Services. Medtcore & Medic»(i Research Rewew. Medicare 
Payments How Mu^ Do Chronic Conditions Matter? 2013, volume 3. number 2. 
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66 year olds costs more than Medicare Even tn the Mariretplaces. seniors will pay three times 
more for insurance than younger individuals Raising the Medicare eligibility age would also 
raise costs for businesses in the pnvale insurance market, because adding older individuals to 
private insurance nsk pools will skew health care costs higher, raising everyone else s 
premiums and employer health care costs 

Medicare and Social Security are not the same, and should not have the same eligibility age 
While eligibility for full Social Secunty retirement benefits is being raised to 67 years old. people 
may also choose to accept a lesser benefit amount beginning at age 62 Most beneficianes 
choose to receive Social Security before the age of 65 

Finally, we have concerns with proposals to move Medicare from a defined benefit to a defined 
coninbution program Proposals that have been discussed in the past have not adequately 
considered how the federal contribution, or premium support amount, would keep pace with 
health care costs Nor has enough consideration been given to ensunng Medicare benefiaartes, 
particularly low-income beneficianes. have access to high-quality, tow-cost options 

We recognize that changes need to be made to Medicare in order to preserve and strengthen 
the program now and for future generations However, we reject the notion that this must be 
done on the backs of older Americans who have paid into the program their entire working lives 
and now rely on it for their health secunty 

Instead. Congress should continue to focus on and support improvements to our health care 
quality and coordination infrastructure AARP was proud to work with you. and your colleagues 
in the House and Senate, to reform the physician reimbursement system The Merit-based 
Incentive Payment System and the development of alternative payment models will shift 
Medicare from volume-based payments to value-based payment This has tremendous power to 
improve care and lower costs to the program In order to reach its full potential, though, 
Congress must give health care providers and consumers the necessary tools. This includes 
greater data availability to make better decisions, more and improved quality measures; and the 
removal of restnctions which hinder the use of telemediane and technology to improve care 
access and delivery 


AARP looks forward to working with you to improve Medicare, for example by improving care 
coordination, expanding technology, and lowering the high prices of prescnption drugs. 
Ultimately, the greater the value and quality of care b, the lower the cost to both taxpayers and 
beneficiaries Please feel free to contact me or have your staff contact Ariel Gonzalez of our 
Government Affairs staff at agonzalez^aarp org or 202-434-3770 if you have any questions 


Sincerely 




Joyce A Rogers 
Senior Vice President 
Government Affaii s 
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Stxtemfnt for the Record 
by the 

Araericau Federation of State, County and Municipal Employees (AFSCME) 
for the Hearing on 

PreseiTing and Strengtheuing Medicnre 
Before the 

Subcommittee on Health 
Committee on Ways and Means 
I'.S. House of Representatives 
March 16, 2016 

This slatenieut is submitted on behalf of the 1.6 million working and retiree members of 
the American Federation of Slate, County and Municipal Employees (AFSCME) for the hearing 
held March 16. 2016 on Preserving and Strengthening Medicate 

For 30 years Medicare has helped millions of older Americans and individuals with 
disabilities see a doctor and gel hospital care. AFSCME is proud of out history of supporting 
Medicare and protecting it for generations to come. Its guaranteed benefils protect seniors and 
their families from cmshiiig health care costs. After years of work, benenciaries have earned 
Medicare benefits. Yet. Medicare benefits can be expanded and improved to help current and 
future beueficiaries. AFSCME strongly opposes proposals to gut Medicare's guaranteed 
benefits, calls for deep Medicare cuts, and efforts to turn Medicare into a voucher program. 

Strrugtbrn - .Not Repeal • the .Affordable Carr .Act Improvements to .Medicare 

* Close the Coverage Gap in Prescription Drugs Faster 

In tlie past as many as one in fom seniors went witlioiil a prescription every year because 
they couldn't afford it. The .Affordable Care Act (ACA) helps seniors have mote affordable 
access to medications through Medicare Pan D prescription drug covciage. It does so by 
gradually closing the gap in coverage where beneficiaries had to pay the ftill cost of their 
prescriptions out of pocket before catastrophic coverage for prescriptions took effect. The gap is 
known as the donut hole. The ACA closes the donut hole by 2020. Thanks to the ACA's required 
prescription dnig discounts nearly 10.7 million people with Medicare have saved over S20.8 
billion on their medications. In 2015 alone, nearly 3.2 million seniors and people witli 
disabilities received discoiuils of over S5.-4 billion, for an average of S1.054 per beneficiary. 

We urge Congress to accelerate the required prescilptiou drug discounts to close the 
gap in coverage under Part D more quickly. Such a proposal is in the President's fiscal year 
(FY) 2017 budget. It would save Medicare $10.2 billion over 10 years and help millions of 
beneficiaries have more affordable access to the medications they need 

• Build Upon the ACA’s Benefits to Medicare Preventive Screenings 

file ACA improved access to life-saving preventive services. Before the ACA. seniors 
had to pay part of the cost of lecoiimiended preventive screenings. This created a financial 
sliunbling block foi many seniors and prevented them from accessing key cancer screenings and 
iiimniniralious. Now these and other preventive services hare no deductible or co-payment. 
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Thauks to the ACA. some 39.2 million people with Medicare (iucltiding those enrolled in 
Medicare Advantage) look advantage of at least one preventive service with no co-pays or 
deductibles in 201.“'. 

The preventative screening benefit under the ACA can be strengthened For example 
Medicare beneficiaries are not subject to the part B deductible or co-insurance for recommended 
screening colonoscopies. If, however, the screening colonoscopy results iu the removal of a 
polyp or other procedure, then Ireiieficiaries are subject to the 20% co-insmauce. We nrge 
Congress to remove a signirirnnl barrier to silal colon cancer screening by eliminating the 
Medicare co-insiirance when the coionoscopy screening results in the removal of a polyp or 
other procedure. 

• Protect Seniors and Medicai'e From the Worst Abuses of Private Insurers 

Medicare provides what coiimiercial health insurance companies did not. would not. and 
could not: affordable, adequate health coverage for America’s elderly jiopulation regardless of 
income or health status. Before the euacimeui of Medicare iu 1963, only half the population age 
65 and older had health insurance and, those who did have coverage, paid close to triple what 
younger people paid for premiums and other out-of-pocket costs. 

Despite the reasons for the establishment of Medicare. Congress has nonetheless allowed 
private insirrance companies to offer Medicare beneficiaries insurance policies that replace the 
benefits Medicare provides. Insurers are paid by Medicare to provide these benefits. Since the 
19S0s Medicare’s private iiismauce program has had several variations and has been called the 
Medicare Risk Program, Medicare-t-Choice and now Medicare Advantage (MA). By any name 
these arc private insuiance plans offered as a substimtioii for traditional Medicare They are not a 
supplemental plan and do not have the guaiantees inherent in traditional Medicare. 

The ACA protects seniors and Medicare from the worst abuses of private insurers. In the 
years before the ACA, these private insurance companies preyed on seniors with abusive 
marketing and sales tactics, they were inefficient, they did not provide improved care to justify 
the excessive cost, and they were largely miregulated. Extra payments to Medicare Advantage 
plans, enacted as pan of the Medicare Modernization Act of 2003. were contributing to 
projections of fiimie shortfalls in the Health Insiuance Trust Fund as well as adding to the costs 
of Part B for both Medicare and its beneficiaiies. 

The year before the enactment of the ACA. MA plans were being paid on average SI. 14 
for wliat it would cost traditional Medicare SI. 00 for the same beneficiaries. These extra 
payments put added strain on the Medicare trust fund and beneficiaries' budgets In 2009, these 
extra payments meant an extra SI.280 per MA enrollee or $14 billion iu higliei aggregate 
payments from Medicare funds. A couple with traditional Medicare paid S86 more in their 
Medicare premiums to fluid these extra payments to insurance companies. From 2004 to 2009. 
these overpayments cost the Medicare program nearly $44 billion. 
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The ACA addressed significant problems with the MA program and makes necessary 
improvements in MA beneficiary protections. 

o The ACA changed Medicare payment policies to reward high-value - not liigh-volmne - 
care. 

■o The ACA changed how Medicare pays MA plans by scaling back tlie overpayments and 
establislied policies so that the payments made to MA plans are close to payments and 
costs in traditional Medicare. 

o The ACA makes changes to MA so that plan payments are done gradually and are phased 
in over nearly a decade so plans have time to adopt needed efficiencies. 

o The ACA also forbids these private insurers from charging higher co-payments tlian 
traditional Medicare. This is particularly important to sicker beneficiaries. 

o Tlie ACA also stops MA plans from spending too much of premium dollars on overhead 
expenses, such as CEO salaries and perks, marketing, profits, administrative costs, and 
agent commissions. Insurers must use at least 8.S cents out of every premium dollar to pay 
medical claims and provide activities that improve the quality of care 

o The ACA eliminates out-of-pocket costs for Medicare beneficiaries enrolled in MA plans 
or traditional Medicare for important preventive services, like mammograms, prostate 
cancer screenings, colonoscopies or key immunizatioiis. 

Q Tlie ACA sets up new initiatives to improve the quality of M.A plans. 

■ Ensure MA Plans Offer Beneflrinries Adequate Provider Networks 

For mure than half a centwy Medicare has meant retirees can see a doctor when needed. 
Traditional Medicare does not have a “network.’' Referrals are not needed to see specialists and 
tlieie is no prior authorization required to obtain services. 

For some beneGciaries. moving into a Medicare .\dvanlage plan can change access to 
their doctors for the worse. The MA plan may limit seniors to using a network of speciGc 
providers in order to have coverage for their care. Some MA plans may cover care outside of the 
network, but at a cost. Plans may only cover emergency and urgent care if a senior is out of the 
seivice area. Tlie senior must renim to the service area for follow up or routine care. Network 
providers can join or leave a plan's provider network auylirite during the year but, generally, 
seniors must wait mitil the next year's open enrollment period to opt to leave the plan. The MA 
plan can also change the providers in the network anytime during tire year Network adequacy 
can be a problem with MA plans. 

According the non-partisan and independent Government .Accountability Office, report 
is.sucd m August 20 IS, the federal agency charged with oversight of MA plans. Centers for 
Medicare & Medicaid Services (CMS) has had significant gaps and coiistnners may Grid 
themselves without adequate provider networks or acemate infonnation about the networks. 

MA provider networks must meet two criteria: a minimmn luunber of providers and 
maximum tiavel time and distance to those providers. MA plans do not have to meet important 
aspects of provider availability - such as bow oGen a provider practices at a given location. This 
is in contrast to bow Medicaid and TRICARE use provider availabihty measures to assess 
network 
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adequncy. For example. Medicaid luaiiaped care rules address providers' abiliiy lo accept uew 
patients and TRICARE looks at appoinnueiil wait times for active duty service members. MA 
provider networks may inacciu-ately appear to CMS and beneficiaries as more robust Ilian they 
actually are because tliey do not lake availability into account, bideed lirom 2013 lo 20IS. CMS 
reviews amounted to less than 1% of all networks and those did little lo assess tlie adequacy of 
network data claimed by the MA plan before it enteis a new market area. As a result GAO found 
tliat beneficiaries and CMS caimot be confident that MA plans meet network adequacy criteria. 

For established MA provider networks. MA plans do not need to submit updated network 
data for review. Retirees will have no assurance that their plan's networks will conlimie lo be 
adequate and provide sufficient access for them An MA plan’s providers may change at any 
time and plans do not have any CMS review of ongoing network aderpiacy against ciment MA 
criteria. GAO also found that seniors caiuiol be assured tliat MA plans will give them clear, 
accurate and consistent information when a provider contract is tenniualed. 

Seniors deserve accurate and inenuingful information on network adequacy and 
C.MS must have the capacity to hold MA plans accountable for networks adequacy. 

Cover Dental. Vision and Hearing Benefits 

Medicare does not pay for routine eye or he.sring e.xams even thougli vision and bearing 
difficulties increase witli age. Untreated hearing loss can lead lo depression, decreased mobility, 
social isolation, fatigue, cognitive decline and even dementia. Yet. Medicare does not cover 
routine heoruig exams, heariug aids, or exams for tittiug bearing aids. One in three people ages 
65 to 74 liave difficulty heariug. The number is higlier at 75 and older. It's time for Medicare to 
cover basic hearuig care and aids. It's also time for Medicare lo cover routine eye care and 
glasses 


Medicare does not pay for most dental care, dental procedines. tooth extractions, or 
dentures. Tllis is bad for beneficiaries' healtli because gum disease is linked with inflanmiatiou 
and conditions such as diabetes, heart disease, stroke, and respiratory problems. 

It Is lime for Congress lo expand Medicare's guaranteed coverage to include 
heariug. vision and dental care for all beneficiaries. 

Change Laws that Allow Pharmaceutical Companies to Overcharge Medicare 

AFSCME has long supported tackling escalating prescription dnig prices by leveraging 
the collective buying power of Medicare. One in five seniors taking prescription medicine report 
difficulty paying for their drugs. Among seniors taking four or more medications, the share rises 
to nearly one in three. We urge Congress lo streiiglheii Medicare by combatting the ways in 
which phaimaceulical manufacturers can overcharge Medicare, taxpayers and beneficiaries. 
Medicare prescription drug spending was SI43 billion in 2014. Prescription drug spending in 
Medicare Parts B and D was 14 % of total Medicare spending in 2014. up from 11 % in 2010 - 
just five years ago. 
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We urge Cougrcss lo enact Uie following policies to strengtlien Medicare willi respect to 
the pharmaceutical iudustry's ability lo overcharge Medicare. 

* End drug overcharges for lowducoine beneficiaries. 

When Medicare Part O was implemented, the cost of providing medicines to millions of 
people on Medicaid shot up oveniighl. Medicaid gels far lower drug prices tlian 
Medicare. But Medicare Part D told the phannaceulical industry tliey no longer had lo 
provide the Medicaid discouit for the same people who were shifted to Medicare Part D 
plans. Ending this "legal" windfall for the drug industry would recover more money for 
Medicare than even record-breaking fraud recoveries. Restoring the Medicaid discoiuils 
for Medicare's low-income beneficiaries would save S121.3 billion over 10 years 

■ f'nleash the purchasing power of 50 million Medicare beneficiaries. 

Current law forbids Medicare from using the purchasing power of nearly 50 million 
Medicare beneficiaries lo negotiate directly with drug companies for lower prices. The 
discorrnts obtained by private Medicare Part D plans are three limes less than the ones the 
goveniment gets for Medicaid. Even modest concern over Medicare's solvency and the 
use of taxpayers' dollars should compel Congress lo give Medicare tools to pursue lower 
drug prices for the program. Estimates are that Medicate could save more than S200 
billion over 1 0 years. 

■ Close the Part D cos’erage gap, sooner. 

As mentioned before, iiicreasiiig the dnig-maker discotiiils required by the ACA would 
shorten tlie donut hole phase-out period. 

* Stop drug manufactuirrs fr om postponing generic entry into the market. 

Many brand-name phannaceulical nianufacmrers pay off generic dnig companies lo 
delay iniroducing a less expensive generic drug or biologic, which keeps brand name 
prices atlificially high for Medicare and its beiiefrciaries. .Authorizing the Federal Trade 
Commission to slop these auli-compelitive and wasteful pay-for-delay agreements would 
save Medicare $12.3 billion over 10 years It would also help federal and stale Medicaid 
costs. 

* Slop allowing drug companies lo charge more for new drugs that are no belter than 
current medicines. 

Cormtiies such as Cemiaiiy, New Zealand and Australia have successfully used a review 
process to reduce spending on expensive new drugs. Under the adniiuisiralive processes 
new brand name drugs that are no more effective tlian existing treatments do not receive 
additional payments from those countries* health care programs. This process 
encourages phanuaccutical companies to invest in iimovative drugs that improve health 
outcomes. 

Changes lo Medicare Should be Aimed at Improving Coverage, Not Deficit Reduction 

We urge Congress not lo embrace Medicare benefri design proposals that merely 
disguise sbifring costs onto benericiaries or employers who provide retiree coverage or make 
health care unaffordable for the majority of seniors and individuals with cUsabililies. While the 
details may 
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vaiy. Ihe underlying premise of many benefil redesign proposals is lo increase out-of-pocket 
costs for beneficiaries. Tlie pretense of these proposals is that Medicare beneficiaries are over- 
insured and increased cost sharing is an appropriate means of limiting luuiecessary health care 
services As Congress looks at beneficiary cost sharing within the Medicare program, the focus 
must be on expanding benefits and reducing beneficiary costs. 

Half of all people with Medicare live on incomes of less than S22.000 per year. Medicare 
households spend 1 5% of income on health care costs coin|>ared to tlie just 5% spent by iion- 
Medicare households, hi short. Medicare beneficiaries are ofien forced to choose Iretween basic 
expenses (like food and rent) or getling the medical care lliey need. Increasing out-of-pocket 
health care costs for beneficiaries will jeopardize the health of seniors and individuals with 
di.sabilities who rely on Medicare. 

Fuilher increasing beneficiaiy cost sharing (either directly or by further constraining 
siipplemenlal policies that cover Medicare cost sbariiigj is a misguided approach lo benefit 
redesign because it will limit beneficiary access to necessary care. 

Building in extra costs and charges for beneficiaries is a blunt and iiieCricient tool for 
ciittiug costs. In reducing utilization, it will pieveiii beneficiaries fi'oin getting the appropriate 
care they need. This Uoubliug implication is acknowledged by the Medical Payment Advisory 
Conuni-ssion (MedPAC) in its June 2012 benefit redesign proposal. The National Association of 
Insurance Commissioners (NAIC) lias strongly recommended against fiulher cost sharing to 
Medicare supplemental insurance imlicies. known as Medigap plans, because of the hami lo the 
health of beneficiaries and the Medicare program in the long nm. 

The classic RAND Health Insurance Experiment, which did not include Medicare 
beneficiaries, foimd that reduced use of services resulted primarily fi'oni participants deciding not 
to initiate care. But it reduced both needed and luineeded health caie services. Once patients 
entered the health care system, cost sharing had a limited effect on intensity or cost of an episode 
of care. The smdy also found that the absence of cost sharing (free care) improved the control of 
treatable cliroiiic diseases such as hypertension, and improved the mortality of patients, 
especially for the poorest patieuls in the experiment. The implicaUon from this study is that 
reducing costs for uealable conditions can save lives and that cost shanng is an unreliable tool 
for reducing health care use. 

It seems dubious at best (and potentially cmet at worst) lo ask beneficiaries lo second- 
guess their doctor's reconmiendations or to shoulder Ihe fiill responsibility of evaluating the 
extent to which they need medical care in the first place. Increasing cost sharing does more lianu 
than good for the very sick, for the old and for the poor. While asking beneficiaries to pay higher 
co-pays or co-insurance may reduce federal expendimres in the short niu. it simply moves these 
costs fi'oiu the government onto beneficiaries. 

Increasuig cost sharing focuses on the wrong problem as a means of cinbing oveiall 
healtli care costs and is not likely to remedy high costs As compared with other mdustrialized 
nations, our high medical spending is driven by high prices, not higli utilization. Raising the 
out-of-pocket 
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cosls on beneficiaries will uol reduce liigli medical prices. Indeed, providers may increase prices 
if utilization drops. 

Reject Proposals to Increase Means Testing for Preminms or Out-of-Porket Costs 

Tlie bulk of Medicare Part B is financed tbrongli federal income taxes, whicli. allliougli 
far from perfect, is a progressive lax on all Americans, including upper-income elderly. By the 
time higher-income Americans are eligible for Medicare benefits they have already paid far more 
into the program than lower income Americans. 

We are conceraed that proposals to further increase income-related Medicare piemiums 
is in conflict witii the fiindamental principles that have made Medicare a popular, relatively 
stable and ainazing success story for tlie millions of Americans it has covered over nearly a half- 
a-cenltiry. When former President Harry S. Tnunau became the first Medicare beneficiary, he 
was part of a program deliberately designed to embrace seniors rich and poor, sick and healthy. It 
was and should be a program that unites Americans. 

Introducing steep income-related premiums will give healthier seniors an incentive to opt 
out of Part B. which imdenuines die Medicare diversified risk pool and widespread support. This 
would likely lead to a vicious dynamic of liigher premimus and fimher departures fiom the 
program, leaving middle-income seniors at the mercy of private insurers. Moreover, if the 
proposal to set a quota of having one in four beneficiaries paying an income-related premimu 
were implemented today beneficiaries with income of as low as $47,000 would be impacted. 

We question whether the added burden on these individuals, the administrative 
aggravation and lianiifiil erosion on Medicare's founding principles and consequent iindemiiniug 
of Medicare's popular support is worth this modest amount of revenues that would be generated. 
Makmg wealthier individtials and profitable coi]>orations pay their fair share through federal 
income tax. not Medicare premiums, is a sounder path for combining our nation's resources to 
spread the costs and risk of health care coverage for Medicare beneficiaries 

.Mrdlrare Should Not Expand Balance Billing 

Ciurently. Medicare shields beneficiaries from unexpected and limitless charges by 
prohibiting the vast majority of doctors from billing patients more than the amoiuit Medicare 
pays for sen’ices. Without entrent protections, beneficiaries would face the burden of higher 
doctors' bills, which would create a real ban ier to getting health care. 

Maintaining the requirement that participating physiciaas cannot charge beneficiaries 
more tlian Medicare reimbursements, and non-participating physicians liave a cap on the 
additional charges for Medicare covered services, is particularly importaiit for a population that 
cannot afford more cost sharing. Most Medicare beneficiaries ba\'e low incomes and spend a 
larger portion of their household income on health care. 

Most Medicare beneficiaries aheady spend a larger share of their income on health care 
costs than those not on Medicare. Most Medicare beneficiaries are not in a position to earn more 
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incoine to pay for liigher doctors' bills. Current Medicare law helps keep costs for Medicare 
beneficiaries predictable and affordable. Tlie fact that 961o of doctors fully paiticipate in 
Medicare indicates that the current law has achieved the right balance between fair payments foi 
doctors and affoidabilily for patients. 

Eliminating or eroding die protections tioni balance billing harms the very foundation of 
Medicare to provide guaranteed benefits regardless of a bcneficiaiy's health stams or income 
Allowing unfettered balance billing will turn Medicare into a class-based program. Patients with 
resources will be seen by doctors who use balance bilhng and doctors who decide to forgo or 
strictly limit balance billing will be left caring for lower-income patients. 

We urge Congress not to divide the Medicare populatiou and barm Medicare's core 
principle of nniversality by eroding or eliminating the current billing protections in 
Medicare. 

Conclusion 

Medicare is an amazing .American success story. It has opened doors to health care and 
given peace of mind to hundreds of millions of older people, people witli disabilities, and their 
faniihcs. Medicare gives American workers tlie knowledge tliat anet a lifetime of hard work and 
paying into the system, they will have access to quality health care and will not face financial 
ruin from injury or illness. 

This landmark law can be strengthened by filling in its coverage gaps and reducing costs 
for cuireiit and fiiture beneficiaries. Congress should not uiidemiiiie Medicare by gutting 
Medicare's giiarauteed benefits or turning Medicare into a voucher program. We look forward 
to working with Congress to protect and strengthen Medicare 
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The Alliance for Retired Americans appreciates the opportunity to submit 
comments to the Committee on Ways and Means Health Subcommittee on the hearing 
titled, “Preserving and Strengthening Medicare ’ While the Alliance encourages 
Congress to examine ways to improve Medicare's benefits and its finances, we have 
real concerns with proposals that shift costs to beneficiaries 

Founded in 2001 , the Alliance is a grassroots organization representing more 
than 4.3 million retirees and seniors nationwide Headquartered In Washington, D.C., 
the Alliance and its 35 stale chapters work to advance public policy that strengthens the 
health and ecoriomic security of older Americans by teaching seniors how to make a 
difference through activism 

Before discussing any proposal, one must consider who would be impacted by 
such policy. While many in Congress believe that Medicare beneficiaries are well off 
and can afford to pay a little more, it is important to note that only 5% of Medicare 
beneficiaries are considered higher income - meaning they have incomes of $85,000 or 
above -- and those beneficiaries already pay more lor their Part B and Part D premiums. 
Half of all Medicare beneficiaries have annual incomes under $24,150 and one quarter 
of beneficiaries have annual Incomes under $14,350. Unfortunately, the future is not 
any better. In 2030, it is estimated that half of all Medicare beneficiaries will live on 
annual income of $28,450 or less. Older adult also spend three times (14 percent 
versus 5 percent respectively) as much on medical expenses than does the average 
household. Given this sobering reality, it is difficult to comprehend how anyone can 
expect Medicare beneficiaries to pay more. 

During the March 16th hearing, several proposals were discussed as ways to 
reduce costs in the program, including Medicare Advantage, premium support, raising 
the age of eligibility, more means testing and Medicare redesign. All these proposals 
shift costs on to beneficiaries while doing nothing to reduce the cost of health care. 
Please allow us to share our concerns. 

Medicare Advantage 

During the hearing. Medicare Advantage (MA) was touted as providing 
beneficiaries with good quality care and keeping costs down. However, MA plans have 
historically been paid more than traditional Medicare. Prior to the Affordable Care Act 
(ACA). the overpayment also raised Part B premiums lor seniors and the disabled. 
Including those not on MA plans, by $90 a year per couple. The ACA restructured 
government payments to MA plans to keep it more in line with that of traditional 
Medicare. However, MA plans that provide good quality care are paid bonuses that 
allow them to continue to receive higher reimbursements. 


Premium Support 
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This proposal fundamentally alters the 50-year old Medicare program. While 
supporters assert that this proposal will continue to offer beneficiaries access to 
traditional Medicare, experience with MA plans has shown that private plans tend to 
siphon ott healthier beneflciaries leaving the sickest and most frail beneficiaries in the 
Medicare program. While the premium support model recognizes this and does provide 
for some risk adjustment - adjusting payments to reflect the average health status ol 
enrollees - the increased payment will be insufficient to cover the lull increase in costs. 
Over lime, costs under traditional Medicare will be become so expensive that it will be 
unsustainable. 

Raising the Age of Eligibility 

This proposal is a lose-lose proposition tor older Americans. A 2014 Kaiser 
study found that it Medicare beneficiaries who are 65 and 66 years old were forced to 
purchase insurance in the individual market, two in three beneficiaries would pay an 
average ol $2,200 more lor their health care. While Medicare would generate a savings 
of $5.7 billion In net savings raising the eligibility age would increase out-of-pocket costs 
for beneficiaries by $3.7 billion and Increase costs to employers who provide retiree 
coverage by $4.5 billion. In addition, the Part B premiums of those beneficiaries 67 
years and older who remain in Medicare would rise by three percent as the younger and 
healthier beneficiaries are removed from the Medicare risk pool. 

More Means Testing 

Most Medicare beneficiaries, through their premiums, pay 25% of the cost to 
provide care under the Medicare Part B and Part D programs. However, live percent ol 
Medicare beneficiaries are considered higher income - individuals with incomes above 
$85,000 and couples with incomes above $1 70,000 - and pay higher Part B and Part D 
premiums. Last year's SGR bill further increased premiums for these beneficiaries. 
There are various proposals that would require these beneficiaries to pay even higher 
premiums and in some cases pay 100% of the costs under Part B and Part D. We are 
opposed to further means testing these beneficiaries which would destroy the 
universality ot the program and erode public support Other proposals would gradually 
Increase the number of Medicare ben^iciaries paying higher premiums until one out of 
lour are paying higher premiums. According to a 2013 Kaiser study, if this policy were 
in effect today, it would affect seniors with incomes of $47,000 and above. The Alliance 
opposes this policy which would hurt middle income seniors. 


Medicare Redesign 

The Alliance views the combined deductible proposal as a huge cost shift to 
beneficiaries who are relatively healthy and do not need hospital sen/ices. According to 
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data from Centers for Medicare and Medicaid Services (CMS), in 2006, only 17% of 
beneficiaries had hospital visits. If the combined deductible had been in place then, 83% 
of Medicare beneficiaries would have paid a higher deductible. At the hearing, Dr. Moffit 
did suggest coupling the combined deductible with a catastrophic cap. The Alliance 
agrees that restructuring the Medicare benefit could be beneficial tor seniors and people 
with disabilities if done to help seniors with high costs. Medicare benefits are less 
generous lhan those of government's FEHBP plans or large employer plans. A cap on 
out-of-pocket spending would benefit beneficiaries who are chronically ill and 
experience numerous hospitalizations, but Increasing cost-sharing for healthier 
beneficiaries at the same time is not something we can support. The Alliance is 
especially apprehensive it such a plan is being offered in Ihe context of deficit 
reductions. 

Equally troubling is that Dr. Moffit also suggested making changes to Medigap 
and supplemental insurance policies. Various proposals have been offered in the past, 
including requiring beneficiaries with these policies to pay a surcharge or a deductible 
before Medigap benefits can kick in. The idea behind the surcharge and the deductible 
is that beneficiaries over-utilize services because It doesn't cost them anything and that 
beneficiaries need to have more "skin in the game. The surcharge and/or deductible is 
designed to impact beneficiaries' medical spending habits. This thinking is flawed in 
many ways First, Medigap policies are expensive. Two-thirds of the medical spending 
by Medicare households goes to premiums lor Part B, Medicare Advantage. Part D, 
and/or supplemental coverage The suggestion that Medigap policyholders are getting a 
free ride is absurd. Second, medical decisions are made by doctors and not 
beneficiaries, so spending decisions are driven by doctors not patients. Thus, the belief 
that beneficiaries can control health spending is a notion that needs to be dispelled. 

Most beneficiaries do not have the expertise to make medical decisions. Third, while Ihe 
surcharge or deductible may initially reduce demand tor care and government spending, 
it could come at a high cost to beneficiaries, many of whom may forgo treatment due to 
higher costs. In the long run, the government could end up spending more if such 
individuals experience complications or require more costly care later. 

Another troubling aspect is that the surcharge and/or deductible will not only 
affect seniors with Medigap plans, but also those with employer-sponsored 
supplemental plans. Individuals with employer-sponsored supplemental plans often 
received those health benefits in lieu of pay raises. They agreed to forfeit pay for health 
benefits, because it gave them peace of mind, knowing the benefits would be there for 
them when they needed it. It is unconscionable that Congress would now take that away 
from them. 

The Alliance believes that Congress must do more to reduce the cost ol 
Medicare. The ACA made numerous delivery systems reforms that are already helping 
bring down spending but more can be done. One area that deserves consideration is 
pharmaceutical costs. According to a study by Itie Center tor Economic and Policy 
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Research, it Medicare used its bulk purchasing power to buy prescription drugs, the 
government could potentially save over $500 billion and beneficiaries could save over 
$100 billion over 10 years. Numerous bills are before Congress that would reduce 
drugs cost for the government and Medicare beneficiaries, those include rebates for 
low-income Medicare beneficiaries, negotiating lower prices for all beneficiaries, ending 
pay-for-delay agreements between pharmaceutical companies and generic 
manufacturers and reducing the exclusivity period for biologies. These options would 
save the program billions of dollars and without negatively affecting Medicare 
beneficiaries or transferring costs to them. 

Also more could and should be done to reduce drug costs by eliminating waste in 
the system. On March 1 . 2016. The Washington Post reported that a study found that 
S3 billion in cancer drugs are wasted each year The study focused on 20 cancer drugs 
that are infused - administered intravenously or injected - by doctors' offices or 
hospifals. These drugs come in dosages based on patients' weights and body sizes, but 
often the doses are too large and the remainder is tossed out. While some point to 
safety as the reason for discarding the leftover drug, surely guidelines can be developed 
that provide safety while al the same time reducing waste. We urge Congress 1o hold 
hearings to address this practice. These and other wasteful spending must be reviewed 
before considering any proposals that shift costs on to beneficiaries. 

On behalf of Its more than 4.3 million members, the Alliance lor Retired 
Americans appreciates the opportunity to submit this testimony on this critically 
important issue 
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Dear Chairman Tiberl: 

Chairman Tiberi. thank you for holding today's hearing on '’Preserving Medicare." This issue is important to 
so many people in this country, and I appreciate your leadership in starting a conversation on a topic that can 
become a political football 

In holding this hearing and looking at ways In which we can preserve Medicare for future generations, I hope 
the Subcommittee will look to new solutions tike CarePayment’s innovative financing program. Our program 
Is a partnership between our company, the hospital and the patient This connected relationship is one that 
has led to real savings for hospitals while at the same time offering patients solutions to help them pay for 
the healthcare they have and need. This program can also be used to help preserve Medicare and I hope you 
will consider creative solutions, like CarePayment, when it comes to any legislative action. 

Though the Affordable Care Act (ACA| has made insurance available to many more Americans, challenges 
remain. Almost 90% of Americans now have insurance, but many of them still cannot afford to use it 80% of 
HIX enrollees have chosen silver or bronze plans. Bronze plans have an average individual deductible of 
$5,731 and an average family deductible of $11,601. 

But, according to the National Bureau of Economic Research (2013), 50% of Americans can't come up with 
$2,000 in 30 days. Approximately 25% of those patients report an Income between $100,000 and $150,000. 
The majority of bankruptcies are due to medkal debt, and 33% of American's or their family members have 
put off medical treatment due to cost. 

In the meantime, seven In ten providers said it took more than a month to collect from patients, and 
hospitals only collect 11% of balances larger than $500. 

This issue is worse for Medicare patients and the providers that service them. Patients on Medicare have no 
out'Of'pocket maximum, so there is no safety net if or when something goes wrong. And most Medicare 
patients, most of whom are on fixed incomes, didn't plan for this steep increase in out-of-pocket expenses 
when they were planning for retirement. And providers now have a targeted reimbursement of 65% from 
CMS for bad debt due to uncollected out-of*pocket expenses for Medicare patients. 

CarePayment has created an innovative solution that allows patients to pay off their medical bills over time 
with no interest, which leads to better access to care, increased patient satisfaction and improved hnancial 
performance for providers. For example, 95% of patients who participated In the CarePayment program were 
satisfied with their billing expenses and two thirds of patients are more likely to recommend their provider 
because of Carepayment. And providers can take advantage of a contractual guarantee of net financial 
Improvement, 


SlOO Meadows Road, Suite 320 
lake Oswego, OR 9703& 


R Sn3 .419 3S0S 


www.»at<0Avin«>(it.rui«< 



104 


carepayment' 

Medicare patients embrace the CarePayment program since ft gives them a way to fulfill their financial 
obligations, which is consistent with this generation's values. Medicare patients have a much higher 
enrollment rate in this program than other age groups. 

We propose a pilot program that would provide a patient-frlendly medical debt assistance program for 
Medicare participants on a broader basis to Improve outcomes for this growing population and reduce 
overall healthcare costs 

Key benefits of this pilot include: 

• Reduce Medicare bad debt and the overall costs of healthcare 

• Improve health outcomes for seniors by ensuring they don't forgo essential medical care due to their 
inability to pay for out-of-pocket expenses. 

• Reduce healthcare costs associated with deferred care. 

• Eliminate any fees associated with financing healthcare and make healthcare more affordable for 
seniors. 

• Decrease consumer medical debt and help seniors avoid the negative consequences of medical debt 

• Improve provider financials helping them to maintain their presence in the community, increase the 
quality of care, and allocate more dollars to charity care 

As part of this pilot, CarePayment will measure key performance indicators, including: 

• Reduction In Medicare bad debt and overall healthcare costs 

• Access to care 

• Adherence to treatment plans 

• Patient sati.sfaction 

• Avoidance of medical debt and other financial and social impacts 

• Average out-of-pocket expense that is the tipping point for avoiding care or other consequences of 
medical debt 

If you would like more information about the CarePayment program or this pilot proposal, please do not 
hesitate to contact us. I have included below some testimonials from CarePayment patients who are also 
Medicare recipients. 

V think It's fobulous It^euux tamonti very fim>t»'<i ‘ncetnc. I tovidn’i hove come up v»ith thvt kind of monev ot the end efthe 
month.’ Linda, 7i. ftMinsylvanta 

“iftdidn’thaveowo^ topOYforthutreotmentt i wouldn't qo. tlUt a o ^'cat benefit ‘tt ihkt hovinQ o charge account with no 
interest.” Betty, 73, Tennessee 

’You ice. we're both retired end on e fletdincome. We don't get tu^ything else, ineomewue. and we never will. I'm not sure 
what we would hove done without Cvrehoyment,'' Alhn. 72. Texa\ 


Sincerely, 



Craig Hodges 

Chtet Executive Officer, Carepayment 
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GUNDERSEN 

HEALTH SYSTEM® 

Much 29, 2016 


The Honorable Pal Tibcn 
Cliair 

Conmiiuec ou Ways & Moam, Siibcomtiuliee on 
l^S. House ol RejM'eseiitaiives 
1 102 I^iigsv’octli I louse Olllce Building 
Wasliiiigiou. DC 20515 

The Honorable |im McDenuoH 
Rniikmg Menibea 

Coniniiltfc on Wa)*s & Means, Subcoinniiuee on Hoaltli 
U.S. House of Reptesentatjves 
1 106 J,ong\vordi House Ofbee Building 
VC'asliiugton, DC 20515 

Rc: Public Comment on Ways and Means Subcommiilee on Health Hearing “Preserving 
and Strengthening Medicare.” 

Dftu Cliaii'inMU Tibeii & Rauklng Member McDeiiuott: 

On behall ol Guudei-sen Health System, we write proside coninients on the Ways sud Means 
Subcotniiuliee licnnng 'Vnsm’tn^ >m/ S/frff^f/ffn/t/gMfff/carr. "We were verv pleased to hear conuiultee 
inemliets and panelists siipportii^ healtlicare deLveiy dnat is value-based. Gmiderseu echoes lliis 
stiooglv With our support of the dex'elopmwil of robust value-based payment uudalives. We support 
the notion tliat propedy strurnired incentives to provide high value care (e.g. high qualitt^ low cost 
care) will result in better care for patients at a lower cost for pavers. 

Gtuiderseu Health System provides mtegiated care for patiimts m predoniiiiantly niral areas along 
the Mississippi Rn'et in western Wisconsin, iiortlicasi Iowa, and southeast Miiuiesota. As die largest 
ernploiTi in die Iji Crosse, Wisconsin region unth over 6,000 employees, Cnndersen provides 
integrated healdicarc semces indnding: cliiucal care, level II traiuna care, medical education, ;uid aii 
and groiuid ambulance sennees. In addiUon, Gtmdetsen has mamuuned a live-star rated Meilicacc 
Ads'nntage insmiuice plan for die past live consecutive yeai^, one of onlv live healdi plans ui die 
nation to eani dus aclueveinent. Giuidersen has consistently aclueved lop national rankings ui many 
aresis of medical excellence including beuig named as a 1 lealtligrades Top 50 hospital ui overall cate, 
rntuiy cliiucal speaally semce*5, ;uid patieut t'xpeueuce. 


Rxlcmal AfTiitrs Department IVUCt South Avenue, MaiUiop: II02>Utt9, 1.4 CroKSc, WI 546tM 
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Wc believe valuc l>ased payment poUcics can dfivr belter quality, lower cost ol rate, and reduce 
overall costs tor the Medicare program. As a toiindiug member of the Healthcare Quality (loalitton 
(HQC), wc stron^y support continued implementation of payment systems that reward value. In 
supporting this approach, a study by the Metiicare Payment and Advisory Commissron fMedPAQ 
Ibimd the La Crosse, Wisconsm region to liave the lowest utilisation of Medicare sersMces per 
beiieticiaiv u\ the nation. Tliis demonstrates our efficieticy ui caring for onr Medicare patients, and 
coupled wilJi our quality outcomes make us a provider of liigli value care. 

Movimmt to ViUue for Lpng*tenn Medica^ Viability 

Medicare's prcdominanth' Ice-for-serx'rcc (FFS) paj'menl system, wluch rewards quantity over 
quality, is now wSdclv ackaou'ledged to be fragmented, inefdcienl, and iinancralh' unsustainable, 
llte rrs system pays physicians based on Uie services they furnish and offers no incentives to 
coordinate care. 'Hie result is a system of fragmented care. FPS payments abo create a tinancial 
mcentive to promote volume over value, encouraging ovemtilizatiou and discouraging low-cost, 
liig^i- value services. Given Uie ri&uig cost of healUi care and tlie resultant threat to Uie nation’s long 
tenn economic security, a panuent system tliai supports an uiefhcient deUveiy system is not otilv 
uiideshable but also vinsust^unable. 

Guiiderseii fleallh System strongly belicsos liiar Medicate should pay for value ui the licalUi care 
system. Congress should not rely on acioss-rhe board payment reductions as means to achieving 
value and program sustainability. In fact, this is in contrast to these goals. We believe that ovtc tune, 
value based care will achieve tlie policy and financial goals to a sustainable Medicare splem. 

As a starting |xsint, Gumlersen suppoited and focused on programs that make moditu'atious to the 
FPS scheme, such as the Physician \'alue based Payment Modifier .md Hospital Value-based 
Puicluising. Tliesc payment adjusliuents, however, are built on die FFS cliassis, and die fimdiuneutai 
incorcerl incenim's of FFS remain the predominant payer source m (he Medicate system. Just 
recent!)’, Healdi and Hmnaii Services announced diat 30% of medical seivice reimbursement m 
Medicare is now linked to vaiious forms of non fee-for-service payment. Criinderseu believes this is 
a good step. 

GiuidecstMi IltMldi S>*stein cxpressetl support for the passage of ihe Medicare Access and CHIP 
RenudiorutitUon Act (MACIL\) List year. The enactment of diis bill was liisioric ui lhal it uot onlv 
eliminated die antiquated Medicare Part R Sustauiable Giowdi Rate, but also consolidated existing 
plivsiciaii performance initiatives and advanced value-based payment. We commend the efforts of 
the Ways and Means Committee to craft and advance bi-paxtisan, bi-cameral legislation to refonn 
Medicare Part B service leinibucsemenl. We ask the commillee to continue their sv’ork on es'alimUiig 
the iniplemenlaUou of MACRA, and be amenable to changes diat may be neccssar\' to ensure 
progiani success, accejeralc the process towards value based care, and reward high perfornmig 
physicians. For example, we have ongouig concerns about the statuloiy diresholds for qualifviiig as 
ail Alternative Payment Model (APM) under NL\CIL\. We are lookuig forward to the regulator)* 


L'lxtemnl Affair* Departmeni IVHP .South Avenue, Maiblop: 11^2-0119, I.m f'russe, V('l 34601 
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iniplciiicnlalion process and hope CMS uses as mitch Hexibilily as possible lo ciisuce providers lia^T 
the ability- to be innovath'e and successhil. 


Reform and ^yance Value^baaed Pqli^ in Medicare for Hospitals 

Last year, die euaclmenl ol* MACRA was a majoi step lorA'iird in retbmiiug Medicare Pari B 
pinineiiL Bin advtuicing public policy caiuiol slop or even slowdown. To continue driving Ibrwiurd 
value based pobry, we ask tire Ways and Means Committee to coUaboraie >iiid develop bi partisan 
legislation dial would coiisobdate and retbnn performance and value-based payment for hospitals. 
We believe, to the extent (enstble, that ^^edicare Part A and B should include com|)aiaU%’e value- 
based reimbnrscmeul pobey. To that end, we offer the following key points of emphasis for devismg 
mi improved Medicare value based payment for hospitals that resembles the concepts of MACRA. 
Specthcally, we ask the coimruttee to: 

• Coiisobdate and reform existing penalty -only programs into an improved Hospital X'alwe- 
Baseil Purchasing Progiiim, offcmig iucemtives luid rewards for high performance 

• Impiwe effirienc)* as a luut of folm by modifj'mg the improved Hos|>iial Value- Based 
I’lucliasuig program ro weigh measures of cost and quality equally 

• Ads'ance value-based care by increasing the amount of payment tied to hospital performance 

• EUnunato overlap WiUi quabti' measures between separate hospital programs 

• Provide opportnmties for des'eloping and e.xpanding hospital Alternative Payment .Models 

Si^ 1 : Refonn cmbud^ M^carc Mospi^ Penalty Programs 

Gundetsen Healdi System comprehensive value-based payment pobdes that integrate tUk and offer 
rewards to liospitals lliat lc.id ui improving patient expencnce, outcomes, and reduemg tlie cost ol 
care. We strongly bebeve properly structured payment reforms liave an opportunity lo sigiullcinlly 
reduce the cost of care. However, performance-based programs that onh’ assess penalties tall short 
of comprehensive N'alue-based models. Refoiming existuig penaln' programs to incent value by 
consolidating uito h single Hospital Value Based Purchasing program would iibgn uicenth^es, reduce 
duplication, and increase overall impact of the independent programs. 

In the Hospital Rt^dmissious Reduction (lIRR) program, hospitals are compared lo average 
per formance of hospitals witli similar patient cuse mix. In 1^' 2015, over 7S% of el^hle hospitals in 
the nation were subject to some level of readmissions penaltv* (maximiun -3%), totaling o\'er $420 
million despite drops m national readmission rates. ‘ ' Meanwliile, tire Hospital- Acquired Conditions 
(HAC) Reduction program assesses a 1% pcnaltt' for hospitals willi the lughesi quactile rales ol 
uilections, iii)unes, and illnesses, £\*eii lliough iheit* has been a 17% national reducUoii in ILACs^ 
from 2010 2013, as designed, the HAC Reduction program will penalize 25% ol hospitals every 

'Salmyi Rice, iicH|HUlt twe lO-dsy Radiniuiou* penalty in Rtul^OIS," Ue^era /iBt/iAMW. a«i(mii.XltS. 

x* ** . gmtlrmlfilllwr.aaaiAgteBlic l0I5<l|IU.'i74JE;WS'l50SllS9tl 

' Ji>nluiRMi.'*Tlatr(>fMuiM't RiMptHUfttl AgntaTnCwaiwMeiliim** RciMinM«twnPaMliicc,*'X<iM<xRMlrA VMti .Kunsnl. SleiBf)t iKuvmlMtf. 

'Agency l«r Hcilifcceil Rce—idi Mil Quality. 301 S AmuaH AiipiMl jAgiiM/ OiMtAiftM flittt ana fwaumi Con Snwige aod Ooa^Jvorttit From ZOIC Mt JMi. 
AHRQ ^blicala0o Ke KMXHIO^^ (RocIrVillc. MD. XUS). in%: 'ti'tti alu<i gl>t')•lcvlklaul^fll«^ y-lp liacnKlOll.^tU 
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j'car, logardicss ol improvcracni. FiifUicit like the Hospital Rcadciussioiis ReducUon initiative, the 
HAC program is penalty-only. 

Wlule the HRR and HAC imUalives are designed to improve quaiit)' and reduce imnecessar}* 
spending, bolli are peually ouly programs, and do not provide positive incentives lor Iriglr quality, 
cost el*lecti\'e care. Furtliennore, as slruclnred, Ute progratiis base pertbrmance on national averages, 
uieaiung hospitals may contmne to be peitalized estMi il* tliev impros'e tlrcir readuussion, inlection, or 
salety i*ates. rinally, some measures ace used in multiple programs, such as uitection measures whicli 
result ur overlap. Retonning the pejialty-only structnie of die program and consolidating into the 
l^lospilal \'aUie Based Piucliasiilg program provides better incentives and eimunates tire overlap and 
duplication of qualilv measures. 

Step 2: Improve the i lospital Value-Based Purchosirig (VBP) Program 

Gunderson supports the goals ot tlie hospital N'BP program to icM'aid lugh quality hospitals and to 
mccnUvize peclormance improvement/ CH'etall. Gundecsen beljc\’cs hospital ^'^BP is moving in a 
positive direction by emphasizing patient outcomes, assessing payment adjustinents by actual 
pertbmiance, and niaintainmg the current weighting of efficieno,* and cost leduction metrics. 

However, the current statutory structure of die program is ineffective m driving ineanuigfu] refomi. 
"Che incentj\'e amounts are small, payment differentiation is minimal, and is not sufficient to drive 
ineaiiingful ciranges in hospital care.^"* lire current 2% statutory^ cap on incentives will not 
sufdciently mori\Tite hospitals to strive toward value-based care delivery. Removing the ceiling will 
link more p.’iyuteni to value and drive quality improvcincnt forward. 

In addition to removing the statutor)' cap on Hospital N'BP, Gundenen continues to support value 
as an t*qu;U rellecUon ol cost and quality. Curreiilly, the \^P program includes efiicicncy and cost 
reducUon measures weiglited at 25%. To further improve the program, we recommend die 
foUowuig siejxs: 1) Dev’elop and implement a plan to increase the weight of eflic^eiic)' and cost 
reduction domain to 50%; and 2) Incoirporate additional nsk-adiiisted measures of efhaenc)* m 
addition to the airrent Medicare Spending Pei Beneficiaiy (MSPB) metric. 

Step.3: D^^.elop and exp^d voluntary, boapit^ Alternative Payrnent Models 
Tlrete are curreudy an array of programs and initiiiiives aimeil at reducing cost and improving 
quality. Aldinugli the Medicare vVccoiuitable Cate Organization (ACO) program has demonstrated 
mixed results, experience fioni providers and hospitals parlicipatuig as an .-VCO and other 
uuio\‘ative models are integral lor developing improved payment policy. Ill addition, as noted. 
MACR,\ Vk'as a uulestoue m Medicare phvstcian pavmeiit polic\’ by drivuig value based care Uuough 


* U«iaicl BtimKiulul and AnapJiu B Um. 'Uaqntal valuc^Mkcd pirUiaMUB.*.ra«rHal«/ Haipaal UeAe^nw fL no. 5 ftOl^}: 19).doi.-IU.I002)tuu JMS 
'RacJie) M. Wena and R. AtliuK DuiUey.*‘Me<lic«K‘« new Ito^iial soliM^mvedpincluikixisiwoinni b lilKly loluvc atif • muJI on botinMl pajoam ' 
HtaSA Affairs SI, no. 9|20Uj; I9J:. «l«n:10 U-rTldiluai.JOl I D9U0 
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rxisluig pfugi'fliiis iiiici iipw payment modeh. Improved liospilal payment ^honkl take a suiulni 

appioacii, providing statutory fliithocilv lor ciicoiuaguig and uiccntiviziug liospitals to undertake 
new models of care wjIIj oppoituiulies lot improved integration with clinical sen'ices. 

In providing ofiporduiitie^ for futiue hospital alternative payment models to tlounsh, we ask 
lawmakers lo follow tliese guiding prmcaples: 

^ Hospitals should have the oppoinuut\’ to take on risk — rewarding quality and effiriency. 
e* Iiicentivize coordinated care and build on existing uiitiath'es and infrastnicture. 

> Capitated pa\'inent should be a core component of an altei iiatA'e pavinenl model. 

r Mexibility and proper tools are essential to improve quality and reduce cost, including 
provider and hospital networks. 

> Beiiehcwries should be rtigaged m tlelivery systetn reform, such as patient luvolvemcul and 
itudersbmding their slake m adueving value lxi.sed outcomes. 

Conclusion 

In coaclusioiu we appieaatc llu* opportunity to provide comments and ideas lo llic Wavs and 
Means Subcouinultce on Health lor ensuring a suslauiable Medicate program. We believe the long 
term MabiUtv lies m craltmg icimburscincnl for ser\’iccs provided lo Medicate bcneticiaues that 
reflect lobust value-based policy with nieasuves of cost and quality. W’e look foiw'ard to being an 
active partner with the committee in moving value forward. 

Please feel free to contact me witli any questions. 

Suicercly* 

•k/M 

Michael D. RicliartLs 

Rxecutive niterior of Externa) .Afbuis 

Guiidorscn Health Spiem 
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March 15, 2016 

U.S. House of Representatives 
Ways and Means Health Subcommittee 
1102 Longworth House Office Building 
Washington. D C. 20515 

Re: Statement for the Record for the Hearing, “Preserving and Strengthening 
Medicare" 

Dear Chairman Tiber! and Ranking Member McDermott: 

The Healthcare Leadership Council (HLC) appreciates the opportunity to submit a 
statement for the record regarding the hearing entitled. "Preserving and Strengthening 
Medicare.* We applaud the subcommittee for examining ways to set Medicare on a 
sustainable path for future generations. 

HLC is a coalition of chief executives from all disciplines within American healthcare. It 
is the exclusive forum for the nation's healthcare leaders to jointly develop policies, 
plans, and programs to achieve their vision of a 21st century health system that makes 
affordable, high-quality care accessible to all Americans. Members of HLC - hospitals, 
academic health centers, health plans, pharmaceutical companies, medical device 
manufacturers, biotech firms, health product distributors, pharmacies, post acute care 
providers, and information technology companies - advocate measures to increase the 
quality and efficiency of healthcare through a patient-centered approach (attached is a 
list of our members). 

HLC has maintained a longstanding position that Medicare can be made a higher- 
quality program with greater financial sustainability if beneficiaries have enhanced 
power of consumer choice to drive value. An approach similar to the Medicare Part D 
Prescription Drug Benefit or the Federal Employees Health Benefits Program, In which 
private plans compete for consumer loyalties on the basis of pnce and quality of 
coverage, can make Medicare a stronger program for current and future beneficiaries. 
With the Medicare trustees projecting that the program will reach financial insolvency 
less than 15 years from now - and with 7,500 baby boomers, on average, becoming 
Medicare-eligible each day - HLC has made the strengthening of Medicare a high 
priority. 

HLC supports modernizing Medicare Into a more competitive, quality-driven model 
based on choice. Moving in this direction would help Congress and the administration 
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address the impending fiscal crisis the program faces. To ensure Medicare continues 
for future generations the current path cannot be maintained, but instead innovative 
ideas and a national commitment are needed. It is important for everyone to 
understand that the unsustainable future of Medicare affects us all. It affects our health 
- without change, current and future Medicare beneficiaries will not have access to 
high-quality, affordable healthcare; it affects our economy - without change, we cannot 
ensure an environment for economic growth, jobs, and innovation, and it affects our 
future - without change, the standard of living for our children and grandchildren will be 
compromised. Thoughtful, beneficiary-centered reforms are far better alternatives tor 
reducing cost than the arbitrary cuts that could happen through the Independent 
Payment Advisory Board (IPAB) or deficit reduction measures. 

HLC has conducted focus groups and economic modeling to examine the kinds of 
approaches that would be beneficiary-friendly and sustain the Medicare program. We 
are happy to share this work with the subcommittee. The principles that drive our work 
are enclosed. 

Our members have been avid supporters of programs such as the Medicare Part D 
Prescription Drug Benefit and Medicare Advantage (MA) because they enjoy high 
beneficiary satisfaction levels that are rooted in choice, accessibility, and affordability. 
HLC feels the core structures of these programs could be used as building blocks for 
broader reform. In fact, a September 2013 Congressional Budget Report entitled. 

"A Premium Support System for Medicare: Analysis of Illustrative Options," presents a 
Medicare structure that can be beneficiary-centered and sustainable for future 
generations Commonsense solutions that take into account the need for both stability 
and predictability in payments and policies that enable innovative care delivery are 
critical to any reform efforts. 

HLC appreciates the opportunity to submit a statement for the record for the hearing on 
“Preserving and Strengthening Medicare." HLC is committed to educating members of 
Congress and the public about the need for broad Medicare reform and welcome the 
opportunity to work with you on refining policy solutions to ensure that all Medicare 
beneficiaries continue to have choice and access to high quality care. 


Sincerely, 



Mary R. Grealy 
President 


Enclosure: 

Membership List 
Medicare Reform Principles 
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2016 HLC Members 
(Alphabetized by Company) 

Susan DeVore - Chair 
President & CEO 
Premier healthcare alliance 

Mark Bertollni 

Chairman. CEO & President 
Aetna 

Steve Collis 
President & CEO 
AmerisourceBergen 

Rolf Hoffmann 

SVP, US Commercial Operations 
Amgen 

Susan Salka 
President & CEO 
AMN Healthcare 

Joseph Swedish 
President & CEO 
Anthem 

Anthony Tersigni, EdD 
President & CEO 
Ascension 

Jonathan Bush 

Chairman, President S CEO 

athenahealth 

Joel Allison 
CEO 

Baylor Scott & White Health 

Marc Grodman, M.D 
Chairman, President & CEO 
Bio-Reference Laboratories 

J D Hickey 
CEO 

BlueCross BlueShield of Tennessee 


Everett Hoekstra 

Sr. Vice President S CFO 

Boehringer tngelheim USA 

George Barrett 
Chairman & CEO 
Cardinal Health 

Neil de Crescenzo 
CEO 

Change Healthcare 

Toby Cosgrove, M □ 

CEO & President 
Cleveland Clinic Foundation 

Tim Ring 
Chairman & CEO 
C. R. Bard 

Alex Azar 

President. Lilly USA 
Eli Lilly and Company 

John Finan, Jr 
President & CEO 

Franciscan Missionaries of Our Lady 
Health System, Inc 

Jack Bailey 

President, US Phannaceuticals 
GlaxoSmithKline 

Nell Kurtz, M O 
President & CEO 
Golden Living 

Daniel Evans, Jr 
President S CEO 
Indiana University Health 

Jennifer Taubert 

Company Group Chairman, North American 
Pharmaceuticals 
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Johnson & Johnson 
Jonathan Scholl 

President, Health and Engineering Sector 
Leidos 

Susan Turney. M.D. 

CEO 

Marshfield Clinic Health System 

Brad Bennett 
CEO 

Maxim Healthcare Services 
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John Noseworthy, M D 
President 8 CEO 
Mayo Clinic 

John Hammergren 
Chairman, President 8 CEO 
McKesson Corporation 

Omar Ishrak 
Chairman 8 CEO 
Medtronic 

Barry Arhuckle. Ph D 
President 8 CEO 
MemorialCare Health System 

Robert McMahon 
President, U S Market 
Merck 

Anna Mohl 

Regional Business Head, North Amenca 
Nestid Health Science Medical Nutrition 
Business 

Steven Corwin, M D. 

CEO 

NewYork-Presbyterlan Hospital 

Mark Neaman 
President 8 CEO 
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HLC PRINCIPLES ON MEDICARE REFORM 

More care coordination and ease in navigating the healthcare system is imperative for 
Americans who depend on Medicare. The Medicare program has played a vital role in 
American healthcare since it began providing benefits to seniors and individuals with 
disabilities 50 years ago. Medicare, however, has been slow to keep up with advances in 
benefit design throughout the program that would provide important care coordination and 
financial protection to its most vulnerable beneficiaries. While some care coordination and 
prevention benefits have been introduced as a result of the Patient Protection and 
Affordable Care Act (PPACA), more work needs to be done The complicated structure of 
separate coverage for hospital benefits, physician benefits, prescription drug benefits and 
supplemental insurance protection (for those who can afford it} makes the system complex 
and difficult to manage Medicare also does not provide catastrophic coverage to protect 
against excessive out-of-pocket costs. Medicare is an earned benefit. Citizens who have 
paid into Medicare throughout their lives and are dependent on it as their health needs 
increase with age deserve a modem Medicare insurance program that works best for them. 

1 . Fostering value through consumer choice should be a motivating force behind 
reform. Structural reform of Medicare should allow beneficiaries to have a choice of 
health plans and options from which to choose. Medicare reform should foster a 
marketplace that encourages development of healthcare delivery models, coverage 
options and products that stem from an innovative, competitive environment while 
protecting Medicare's earned benefits. 

2. Empowering and protecting beneficiaries must be a central component to reform 
Medicare beneficiaries should be empowered to choose among multiple affordable 
health plans, which provide catastrophic coverage and offer, at a minimum, the same 
benefits and actuarial value as traditional Medicare. It is also important that the 
government provide sliding scale financial assistance to beneficiaries based on their 
income levels. Beneficiaries should always have access to needed treatments and 
providers. 

3. Medicare reform should incorporate a system where apples to apples ’ comparison 
of health plans, including traditional Medicare, is available to all beneficieries. 
Beneficiaries should be able to access health coverage information in a way that is 
simplified, whether it is through the Internet, over the phone, through written material, 
or face-to-face meetings Whether they choose traditional Medicare or a pnvate plan, 
they should be able to easily weigh total costs, benefits, and quality In order to 
compare and contrast and choose a plan that best fits their needs. 




4 Medicare reform should look to the successful competitive market-based features 
included in existing federal programs that provide better access to coordinated care 
The ability to coordinate care and support better care transitions results In better 
managed patients and better outcomes. Programs such as Medicare Part C 
(Medicare Advantage), the Medicare Part D Prescription Drug Benefit, and the 
Affordable Care Act, for example, all have features that encourage affordability, 
choice, quality and innovation. The best of these models should be considered and 
adapted as part of Medicare reform. 

5. Payments to health plans and providers should reflect accurate mechanisms to 
assure fairness for all beneficiaries and providers. Medicare beneficiaries differ in 
many ways, from basics like age and gender, to more nuanced characterislics such 
as prior use of healthcare services and socioeconomic status. Payment to health 
plans and providers should be quality-based and risk-adjusted to reflect these 
important personal characteristics so all stakeholders are treated fairly and there 
remains ample choice and competition in the marketplace, especially for high-risk 
beneficianes. 

6. Effective oversight is important to ensure the success of a modernized Medicare 
program. Appropriate regulation Is critical to ensure fair, robust, and consumer- 
centric competition In a new Medicare marketplace. By contrast, regulation that is 
unnecessarily burdensome or that imposes unnecessary expenses should be 
avoided. 

7 If we do not act thoughtfully now. the alternative will be severe. The longer we wail to 
reform Medicare in a meaningful way. the more likely we risk encountering a budget 
environment that will implement drastic, arbitrary spending cuts and/or tax hikes to all 
stakeholders who participate In the Medicare program This 'death by a thousand 
cuts" will hinder beneficiaries' access to healthcare senrices and products, negatively 
impact healthcare quality, and limit innovation. In addition to resulting in potential 
reduced services for Medicare beneficiaries, policymakers could be faced with 
delaying eligibility or other proposals that could harm beneficiaries. 

8. The sustainability of Medicare for future generations is at stake. We have reached 
the point at which policymakers can no longer avoid addressing the serious 
economic chailenge presented by Medicare's inability to keep pace with incoming 
beneficiaries' healthcare needs 1 1 ,000 new beneficiaries are eligible for Medicare 
every day as Baby Boomers turn 65 years old. These beneficiaries will receive over 
three dollars in healthcare services for every dollar paid in Medicare payroll taxes 
during their working years. Furthermore, where we had 19 active workers supporting 
each beneficiary through payroll taxes in 1965, today that ratio Is less than four-to- 
one 
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Chaimian Pal Tiberi 
House Ways and Means Commiitee 
Subcommittee on Health 
Washington, DC 20515 


Ranking Member Jim McDcrmoil 
House Ways and Means Commiitee 
Subcomnuttec on Health 
Washington, DC 20515 


Dear C'hainnan Tiberi and linking Member McDermott: 

The Leadcrslup Council of Aging Organizations (LCAO) is a coahlion of 72 national nonprollt 
organizations concerned witli the well-being of America’s older population and committed to 
representing their tnieresis in the policymaking arena. LCAO appreciates the oi^ponuniiy to 
submit this statement for the record. 

Medicare is a remarkable success story. Now in its 50ih year, the Medicare program, together 
with Social Security, has kept millions of retirees from poverty by ensuring access to afiordable 
health care for those who would otherwise lack coverage. 

Today. 54 million older adults and people witli disabilities def>end on Medicare for ba.sic health 
insurance. Since its inception, the Medicare program has evolved, including the addition of a 
prescription drug benefit and. more recently, lo\v-lo-no cost preventive care. Recently, for 
example, the program has experienced historically low ralc.s of spending growth. 

Despite these successes, most people wilh Medicare still struggle financially: half Iried on 
incomes less Uian S24, 1 50 a year and onc-quartcr lived on incomes at or below S14.550 a year in 
2014. They also possess little savings: Half of all Medicare baicficiarics had less tlian S63J50 in 
lifetime saving.s and ime- quarter had less than SI 1,900 in savings in 2014. 

Seniors and pcr.soti.s with disabilities also face high health care costs. On average, \Iedicare 
households spend nearly three times the proportion of annual iuconic on health care costs, 
compared to nomMedicare households. 

CHven this stark reality, we must protect core Medicare Ivenefib and ensure that no additional 
health care costs are shifted onto benericiarie.s. To this end, we must preserve the fundamental 
structure and administration of the Medicare program. 


10 U street. NE. Wajjhmgloii, DC 20002 « (202) 216*8387 ♦ (202) 787-.3726 (fiix) 
Hujail: l-CAOlS'NCPSSM.org ♦ W'ebsire' www.bCAO.org 
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In addition. Medicare benefits ore modest. Unfortunately, loo many still forgo needed cate 
because of high costs, particularly when Medicare doesn’t cover a service. Rather than scale 
back Medicare, we need to e\pand it Potential iniprovenienls include enhancing existing low* 
income protections and eliminating long-standing gaps in coverage for services including dental, 
hearing and vision care. 

We submit for the record a number of materials pertaining to Medicare published by LCAO. We 
hope you will use them in your efforts to improve the Medicare program. 


Sincerely, 




Max Richliuan 

I'hair. Leadership Council of Aging Orgiini/afions 
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Medicare Beneficiary Characteristics and Out-of-Pocket Costs 

Coiiiauitug Medicate costs u an iiupnnaiit goaf Itoili lo improve affordability for those wlu) need cate 
and to ensme the long-tcnn snslainability of the program. Yet. some policy makers heltevc that olden 
adults do not have ettough “skin in the game" and propose shifting more oul>of<(K)ckel costs onto 
beneficiaries an appioach that would fail to address the iinderlyiiig causes of cost giinvth. Proposals to 
shift costs lo people willi Medicate do not lake into accomit three ke)' facts: (1) Most beneficiaries have 
low or iiiodesi incomes. (2) Medicare benefits are out overly generous; and (3) Medicate beneticiarics 
already pay siguificajil oul*of>pocket costs. 

Some plans pro|)ose increasing Medicate cost slianng. winch is already high, has been increasing rapidly, 
and would make healtli care imaffonlable for millions ol older Ainericaas. It is critical In understand ibai 
most beiicnciancs stinggle fuiaucially. aheady have higli health costs, and cannot pay more 

LCAO recognizes the iiee<l lo control healtli care spending. Wiili rcspecl to Medicate, we siippoit savuigs 
mechanisms that a<idress s)'s(em>wide health care inflation and build on the cost savings of the Affordable 
Care Act. The Ainencan Academy of Actuaries agrees; ’‘[Ijmprovmg Medicare's long-ienii stisiainabilily 
ieqiiue.s slowing the growth m oveiall health spending — not suuply shifting co.sts hum one payer lo 
another 

Medicare BeDeficiary ('haracterisUcs 

• .Must people w ith Medicare have low or modest mcomes. In 2014. half of all }>eople with Medicare 
lived on incomes less than S24.iMl {ler ycai jwsi above 20t)®/o of the federal poverty level And one 
quartet of Medicare beneficiaries had annual incomes at or below S 14.3 50.* 

• Most Medicare benendaries lack surOcient savings, in 2014. half of all Medicaic beueficisrirs had 
less than Sr)3.35<l in Ufciime savuigs. such as nriueinem account lioldiugs and otiici huiuicial assets 
One ui foul Medicare bcnenciarics had less than SI 1.900 in savings ’ 

• Women and people of color live on even less. In 2014. among Medicare iHinehciaiics. incdimi 
muiuai uicomc for women amounted lo S22,500, compared to $20,350 for men In 20 1 1, median 
muiual incomes were also significantly lowei for diverse comiuunirics — $16,150 for black Medicare 
beneficiaries and SI 2.800 fot Hispanic beneficiaries. Median savings for white beneficiuies were 
more than eight to nine times the median savings for black beneheiahes (S 1 2^350) and Hispanic 
beneiiciaries f$9..80p).^ 


' .\iiuinc«n Academy of Acruann. *L«na <0 die ^oiui Mec« C ocnnuiiM otiDclkii RMluctio»,''tAu 9 UM 20] 1) 

^ IsbotiMiq. & . Kwuope. C.. and T->^cMni«a.**Uicome«nd AumO Medicaw Beneficiane*. 20H 2<>i0,' (Kaia« Family FffltndMlMni. 
XeptcniheT 201 S) 

’Ibid. 

Jaeahsuo. C.. .SwiMjpe. C^aodT. Nnuiua.’'liujiQic iDii A&xi* cd BcueficUnK. 2<M I 20sU.’*(KaM:r Faouly FaiiuulatUM>| 
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* Many benuficiarie^ are in poor health. Medicare pcipiitalion is living with four oi more 

chronic conditions, more tlian .^O^o have a cognitive or mental impninuenl, and more (lian onc-ilnrd 
tiave a liuiclional impairment. About of Medicare beneficiaries have lmiitnlion.s with two or 
more activities of daily liv'ing, such as eating, bathing or dics-smg.' 

.Medicare Bcncficiarv Oul-of-Pockel Costs 

* Health care costs arc a siguincant expense for Medicare bcncnclarles. In 2014. .Medicare 
beiicficianes spent an average of $5.^42 on health care costs * In 2010. more than 5 million people 
with Medicate (10*n) spent moie tiian ^8,030.^ In the last 5 years of life, beneticianes spend $.^8,688 
oil average.^ For 25^41 of beneficiaries, oul-of-pocket costs average $ 1 0 1^791 during this period 
Ahiiost half of Ainericmts die witli less than $10,000 ui Ihiaiicial assets * 

* The sickest, the oldest and Ibe near poor bear the most significant cost burdens. In 2010, 
Medicare beneliciaries who reported being m fair or poor healtli spent a median 20% of iheir income 
on health care costs, compared to J 4 .2^ti among those in very good or excellent health The average 
beneficiary age 85 or older spent more tliaii twice as much on health care as the average beneficiary 
ages 65'69. fhe burden of oni-of-pocket hcaItJi care speudmg was the greatest among iho.se with 
incomes between lOO^b - 200% FPL Fot iusiauce. those with incomes between lOO^a ♦ I50 *'b PPL 
spent 26% on health care as a share of income.’^ 

* Bcncficiarv oul-of-pocket costs are increasing The cost of Medicare Part B and D prennuiiis and 
cost sharing as a shaie of tlie average Social Security benefit increased Irom 7*a in 1980 to Lf a ui 
2000 and up to 26% ui 2010." 

■ I'ndcr .Medicare, many health care needs arc not covered. Medicare coverage is not 
coiiipieliciisiv e and tends to be less generous than typical large cniployei plans. For instance. 
Medicare docs not cover dental, vision, hcaiing services, and most iong-iemi care services and 
supports. Ill 2011. foj the average senior. Mcdicaie covered $1 1^9.^0 of the SI LS90 incslmiaiod 
(inniial health care spending— less lliau would be coveted luider the fedeial employee plan i SI 2.2^0) 
ui tlie typical Pietened Provider Orgauizalion (PPO) comparison plan ($12,800) for an employee age 
65 or older 

■ Families un Medicare pay more for health care than non-.Medicare households. On average, in 
2014. Medicare households spent 15<’ii of total costs on health care: whereas. non*Medicarc 


^riibimUa. J. «•! Hie SIvHtcan Prosniu MeHicwe Ucttericwne*' f u»b» end Sicrvice Use;.'' I Kiioer Ksinily {-oiOMiilMm. 

Febtuaiy 201i) 

**^118 Ticii'k 111 [iKMtu. AMIS. «ikl PetMuol HeUiit C.u( S^eudiiiij Auionc Cockle imi MoIk^" iKshcI Family Fouodeiwxi Novcuiber 
3015) 

' C. "Sleiliciife nenencunek' Oui*nf-(*ocl;ei Sfioklitu fot tlealiJi C'lwe," (AAKl’ IHiblk Fnlwy liutifuie. Oectrabet 301 V| 

*CiibMiiki. S«r*n|«,C..Bocciiti.C. J«iibwNi.C..Ciuinas.G.Crnffi]i. S-itiiii Tnua NnmiMi. 'A aniiicrqu McHicMc Kn Fsem .Vbinn tbt 
Mettmv P wy ei ii wntllig Pevpfe if I'overr "iKviker Pmnly Fnunliibaii. Msn:Ji20l5> 

*K«0c> AS.et. fl). 'Oiit-of-pockci ^taxtiud mibelui RseyvAnoflitc* yeuoial<^C«'N*ra//)mnN}/AWM‘iMrtOciober 2012): National Bunaii 
oT tvoruMinc Rewsirch. "Way Higt itpuial Iw mpifingnl ^ IniJiiciel Mnhn •t*di«iio«dei^ milie HRS (FelificHy 30)21 

Nuel'.Millei. r '‘SladieAie UcDeiiftJirMfc Oul.ar-pDCke« spovliqiliAt JreAltliC«re,'*CAAIU’ Public Potky (nsttime. Deeewbe* 3^1.1) 

Oibstmia. J. "Ap orjlieNIAbuire Pi«j^}W|ijiaii,Nleiln.'wiv ftcnefn.’Mn^' Cam wl Sct> ne lJ» e" (Kaiw Family FenwHatioa- 

Fetaiuiy 301.4) 

Kai»«r FAOuly FouudalHu. "HowDocf Ha Boiiclli Value of bt«li«cirCaui{Mre to ibrBcMliiVtbw of TytucalLaije Employer Plana*' (A|)ril 
3012) 
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hou&eho](U just 5*^6 In 2010, more tlian half af ali Medicai'e beiteliciaries spem mtue tlian 
1 6 of Uteir income oii health cai-e costs.*'* 

* Increased cost sharing often leads to adverse health consequences and can increase total health 
care spending. Some policymakers want to incicasc benenciary cost>shaniig in order to reduce 
perceived over-utilization of tuuiecessar^' medical services. Decades of empirical research coufiniis 
dial increased co.sl sharing leads people to forgo medically necessaty .services. In 2012, K^ o of older 
Medicare beueficiaiies and ofiion-elderly Medicare beneficiaries reported delaying care because 
of cost coucems.*^ Higher cost sharing iiltiuiatcly backfires, since sicker patients will icqnirc luorc 
costly ami iii\'asivc care down the rond.^* 

■ Baby Boomers face increased linancial uncertainty due to the economic downlutni. Today’s 
wotkmg adults need Medicare to remaui affordable, particularly due to declining home values, 
diminished retirement accounl.s, and job loss cau.sed by the recession lu 20^0. estimates suggest lialf 
of all Medicare beneficiaries will live on aiuiual iiicoine.s of528,450 or less.*^ Moieos'er, Ifom 1992 
lo 2007. the average overall debt for 55 to 64 year old households more tlian doubled to S70,.n0. 

Debt amoug older adults (age of 55+) cuutiiiucs to incR’asc— 65®(i bad some level of debt In 20M. 
S'*!! of Medicare beuellciaries bad no savings or were lu debt. 

■ Medicaid low-income protection programs are broken and must be modernized Accoi^ig to 
the most recent estimates, only .4.4% of eligible beneficiaries were etuolled for Qualified Medicare 
Bcucfjciary (QMO) beiicfiLs and only 1 3% were cmollcd for Specified Luw-Jucomc Medicare 
Beuefjciary (SLMB) beiiefiis.'^ lu addition, rigid, unreasonably low asset tests pcuahze bencfivianes 
by denying eligibililv to those who did the tight thmg during theii woikiug yem^ by selling aside a 
modest nest egg of sav'ing.s 


"Tile Lal^ lniKk tn ltKCKDc. A'seu 4t>a P<i»niMl H««ltfa Tare Spm(bn«^inr^ Pe^e on M«nlH.‘*re"iKin»«;rF(nirily Futindaliun. No^Vinlier 

2015 ) 

Cubenski. ) .Swoopc. C . Otnuoo. A.. P. Ncuomd. **tl«tilihCaiep»e Btutgci TliefuMuaal Biedeu o( He^lihi^etuiiocliy Meaicuc 
ilnta«ltotai.‘’lKeisei Kamily (ouniblmn. Januny 30I4|: Nuet'Millo. C "MeritoiieUenclianneVOui-ol'PeckM Sjwndbce (or iteolilj Cenc.* 
(AARP Public Polio OcxeutwSDl}) 

(.'ulMuOii, y. S%vo4fic C-. Ooecuii, C.. JaMliMio, C}.. raullM, G., CiriPDii. H atul TneieNeutisui,''A Pnuiet ca Ntedicte' Key F«ct» .\botu ibe 
Mwjjcae Pro^wit Mid Ijw Pwitle il Cp^ ct." (Km»9 Fsiraib f-ounibiiMm. Miucti 201 %} 

'*M«naiMl of liuuiwueC'oiniiiuHatier*. Seuioi Usue» l>kk Fcxce, Mertgap PPAFA Kubpraup. ''Medicare SuppUntent tmumk.‘e 

FmtDolliii Covcsaec atd «j7«r Sbuc* DiKiuaioai Papet. (Ociobct 2011): AaulK Trivedi. et. aI Iiwcam^ Audruttfoiy c^i^Coeejmcnu end 
HolpiilUiTaitmti Ainonj lire Flderb" Jmtrimf *i / llMUiary 2010); Swsitt. K. ft iTeiS* «n,Vp«Ktins and 

Otneoute^" Robert Wrsoti .lobiwon Vo<iird>d«i Reseuvb Synlliwars Rtpun No. 30 iDeuraihcr 2010) 

/aeobsou. G., Swoope. C.. aud T Neurarw. luoourc ibd Aisicb of Mcdieor* BeueJiciMiw. 20J 4 - ^O.'* (Kumt Foully FouikUitoo. 
S q itq i i lret 2019) 

'^ItMd. fjiiiiliiyee BeuetiU Re«earcb ItuitUUA. 'Debt wf lire gldeiiy end Vein FJdArty" tFeliru«y20l)> 

'^Oo^CRUueni AccenintabiUiy 0nice.'‘Mcdic«ic6n\inA< (Socanii ijiipIniueDUiiion of ReguittUKnu Ainindai InatMauta Ifiuollniau." 
(Squember 3012.1 
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Medicare "Redesign" Proposals Could Harm Many Beneficiaries 

Background 

Tlic Medicare prograiu pm\idcs viiaJ bealih coverage lo approxiuisieh’ 54 miUiou ^euiors aud people 
with disabilities While traditional Medicate guarantees coverage for a range of health care services, it is 
neither comprehensive m scope not is il without cost to beneficiaries Cost*sharing under traditional 
Medicare (inclirding dedtictibles, copavments and coinsuianeel con be both significant and complicated, 
especially for those who lack retiree uisuraitce or other suppleniculal coverage. 

In order to liolli achieve federal savings and seemingly simplify the program, some policymakers have 
suggested redesigning tlie Iradiiioual Medicare benefit While details vary, most prt^osaJs would combine 
tbc Pan A and B deductibles, iinplemeni a .single comsmance rate tor healtli care services (including new 
home health cost-sharing), limn first dollar coverage m Medigap plans, and create an out-of-pocket 
spending cap for heticficianes. 

Our Position 

Congress should tread carehilly with respect to redesigning the Medicare benefit. While we welcome n 
discussion about expanding Mcdicaic beuefils and reduemg all beiioliciaiies' oiU-of-pockct costs, the 
Leadership Comicil of .Aging Organi/ations (LCAO) opposes redesigning or leslnictuhiig benehts for the 
purpose of acliieving savings for tlie federal government by shifting even higher health caie costs on to 
beneficiaries As long as redesiguiug the Medicare ptogram is approached with the aim of seeming 
fedetal livings, such efforts are likely to imfaiily rodistrihutc costs to bcneflcianes. uichiding Uiose witlt 
fixcil iiicotues. aud liimt access lo needed licaltli care 

OurRMtipnale 

■ Many redesign proposals would increase (he costs no (he majorily of Medicare beneficiaries. 

Foi example, one typical cosl-slianiig proposal examined by the Kaiser Family Koiuidalion mchidcs a 
cumbuied Pari A and Part B deductible of S550. 20% comsurance rales for health care services, and a 
S5.500 out-of-pocket cap Under tins proposal. 71% of people with Medicate would pay more for 
health coverage and only 5^o would pay less. Fmthcr. for the 5 imllion people who would expenence 
annual increased costs greater (lian S250. the average increase total would ^ $G60 each m 2011.''^ 

* Most people with Medicare cannot ufTurd to pay more. In 2011. half of Medicare bcneficiancs — 
more tliaii 25 iniihon seniors and people with disabihlies — lived on mconies at or below S2L150. 


** Kukcr Fanutr Foundaiiou, ‘'R^MTUcniriD# M«<tKair' » BeticAi Dcsifa buplicaitofls for B<DefUunet «im 1 SpcndiOf" rN'ovciubcr 201 It, 
BvailAbb «■ lin|M//k«i9Kr1iiinilylonnbiMm.files wiH4pnn«.£Ofu/2al.t'0|/^21A pdf 
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One quarrer of Medicare beneficiaries had annual iuconiesat or below $14,350.^ On average. 
Medicare households already spend 1 4 percent of ibeir income on health care costs, about three limes 
as much as non-Medicaie households. ~~ 

■ I.ow-incomc beDcQciaries arc not protected against Medicare cosUsbaring. F.ligibility for 
assistance with Medicare cost-sharing under the Qualified Medicare Beneficiary' (QMB) program is 
liiiiiied to those witli incomes below I COS of poverty (plus S20 a inonih. totaliug $12,012 for singles 
and $16,176 for couples ui 2015) and non-housiug assets below just $7,280 for suigles and $10,950 
for couples. Tills is far less gciimous than cost-shanug pmleciioiis available to those uudci age 65. 
with eligibility at 138*^11 of poverty and no asset test Uveu among Medicare bcuefictaties eligible for 
QMB proieciiotu ouly aboiii oue-third arc actually euroUed iii ihc program ’’ Cbaugiiig Medicare 
cosl'sbanug in Uic luauucr suggesteri by mauy ledestgu proposals would redistribute the burden of 
health care costs onto the most Miincrable. including those with moderate incomes and tho.se with 
peiNistcnt and chronic health needs.'^ 

* As cosl-sburiiig goes up, ulili/atfon of services— Deee.ssary anti unnecessary— goes down. 
Many Medicaic redesign proposals would iiiciease costs on beiieJlciarics by either iucreasing cost- 
sharing amounts or iiupo.siiig cosi-shariiig for services tliat ciureutly do uot require tliein. Often, (he 
justincation for such proposals is based on die flawed assiuupiioii that ebargiug beneficiaiies more in 
upfront out-of-pocket costs will deter them from using unnecessary medical care, will sleet them 
towaid-s 'liiglier-value" services, and theiefoie save the program money. Coiivei^ely. decades of 
einptnea] reseaicli confimi that higbei cost-slianiig deters access to both needed and iinneeded care 
iiidiscnmuialciy. and most notably for those lis mg on modest tncuuics ^ 

• Ben«riciary cost-sharing docs not get at ibe real co.st tlrivcr-s. It is health care providers not 
benericiaries~who dcieimine the necessity of heallii care services, yet mauy proposals would 
uictcose cost-shanug, essentially forcing beneficiaries to self-ratiou dicit care. Research illustrates 
that once au individual enters the healih care system, it is then providers that dictaie n^amtents and 
.services.'* 

■ Home health copaynieats would harm Ibe most vulnerable and likely increase program costs. 
Tliis proposal would prhnarily impact lower income, chronically ill woiiieu os'er age 75. and would 
deter many vuhierable beneficiaries from accessing needed care Torgoiug Medicare home health 
sciA'ices may inereasc the uicidence of pieiuatuic iimsiug home placetueul, as well as liospiiali/aiioiis 
and other uioie costly acute care. As a result. (Ins could increase hospital uipaiieiil spending by S6 to 
$13 billion over 10 years, in addition to significantly incieasing Meibcaid spending on long-term 


^ rvnlly Fnunrliiuotk*'bKnuicaiiaA«i«k<«(.MettisjUC BeiieGenine<.3AI4 •2030'*0>«pleaili«}J0IS|, available el 
tuq>;/'iiieiktr.ora.'iinaebnKiM/ikcue>t»k^tncoiiw-«odsiHctvof*i)Kdicaie-beMikunefc-20l4*20)0 

rmnb’I-oumlatwn. "UnJcUCiueana Uoit^el' Tlw riniMKniJ Bunlcn of Health .Spentiuiaby Meiitcnv HtHtteiml(U''(Jamno'-tn4) 
available at' http <Lli.oi^'a>cd>caii:ft4«iie4:ncf tlcaitli-tare'CKi-a-btulwl'rbi;-Uo*acwt-tHu\kn>^r-beaiUi-’.|>cudto^lis-jucdKaie-lMiu«cbuliiv '0«i> 
teeZiC .UD Imiu Bnel ;'Med)eaiK BeMCciaQ CjUBsctetiOMa uid Ouiof-r^d Cmu' Ituna ^114^ aikiihible lU 
l4.M.9)|V6lew?ui4'l*'^/I.C‘AO*i*Mie-l«>ef-lnsie-chan>clent<«.'sii|>daied-JiaMr20lt-7.fl 1*1 pdl. 

^ Ciovenanieni AccoiuilabiHty Office, “Mediaue SavuiR^ Profmitk- Jiii|)liaiieDl3itUMiorRer)uucRwaft .Suuedai lucRnunji LoniUuuttt.*' GAO- 
tj-S?! iScpiecnber 20I2>. avaitable at bnpV'Vwvr gao gatVja$«eU/650'64Fi^(i.pdf. 

** Kauer Fmnly KmimtatiiMi ‘'Resinictimiiii Mecbuue** Benefit OengD* inii»lic»ti(MU for Retielictanea and SpaKimg’' (Novemba 201 li. 
ai-ailahle at lilt|M i'VaMerfiuuUyfbuQdnucaa file* vrerdpreft.eo(u^2D).l/Q! ^25S,|Kli. 

* S«e. c.p. N'auonikl Awocialtoti of ImunuKC ComnuMionctv fNAlCl. Senior Iwues Tuk F«cce. Mcdifap PPACA Siib^nxip, “Xlrdiciirc 

Stqjptemcnl InkunuKeFinl UoUiit Coi'enae and CoM Slianr* Ducimuki Paper*' tOciober JOItl, avmbbleai: 

bigi'/ WHO mie-<iri:dnctirae'ii6crMiutiiiiee> b tenicH MMiaa.l II t0| iiie>li|t<i|> fu*! iSiUai crn'eraip; diEcuMinu jytper.pdl 

’*Sm. e.p.. Rand and oibcr anidwa cned in NaiiootU AMMioiioa ot loiMnaiicc CoumuaemKri. iM. 
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care.*'^ 

Medigiip proposals would «bin addilionai costs oo(o bcDcIlciancs. Nearly one m foui Medicnic 
beiicriciancs pay ibr aitd rely on Mcdigap plans lo provide fmanciHl seennty and pioloclion from 
liigli. unexpected oul-of-pocket costs due lo imforcsccn luedicnl care. Yet. some lawmakers suggest 
sliiffmg additional costs onto people with Medigap policies by iiicreoAing deductibles or odiei cost- 
sharing. or by adduig a surcliarge or tax on plans oDeiing "first-dollar" coverage Most Medigap 
eiirollees (S6°ii) liave incomes below $40,000 per year and nearly haU'(47"0) have incomes belmv 
$20,000 |>er year ^ ImTea.smg cost-sharing for or adding surcliaiges to Medigap plans will banu those 
who can least afford it— those who are sick or clnoiiicaliy ill mid ilio.se w ith low or inodetaic 
incomes,^ 


AvolcR HeaJQilXC.' Pmiailioi Impaki of n Hotnff Hutlb Cu-Pnytucni uo OilicrMcdKMv SpcDibof'' (My 2011 ). iilw see LCAD Usiie Bnef 
"Medtcnre Hook Hdtib CopaynMOit- HjumtuI lot Beac(icMne»'' iFebnury 2019). omiliibleiu hu^'>\y«UcftDiO9.‘iiky20i5'U2'LCAO- 
Copay-l•UB^■n^ef'^dH’20l 

*R.usa Foiaih' FtiuodUiaa. “Meduup Retonii Safto^ Ibe CuBicxt for I'aikisiBoilins Recent Propoult" tJauiMO' 301 4 1 . ovulSblcat 
hnp. vklT-iJfiruieOivTue. ivi;u»-*Anel ni-.Oi^y-f<:K'r:n*^v'ii>cii>-<he<Milext/ 

'* iM Alw Me LCAO Issue Bnei "Relomuus Medtf«p Pbus by SbiiiiuK Costs onto B«iie{icutseit. A Flxwed Aitfroadi lo MeOkaie Sarnticv" 
(/tiJy 3014). avmlobleat biipiVAM-w Juu aiu'6lcv'20l4'07'TXAO-lB-MBdimi*JuK-30l t -t’pd «c-" H HjMf 
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Tlw National y\ssocia!ion ol* Chain Drug Stores (NACDS) thanks Chainiian Brady and (he 
mcnibcre of ihc Subcomminec on Health for the opportunity to submit the following statement 
for the record regarding preserving and strengthening the Medicare program. NACDS and the 
chain pharmacy indusuy are committed to partnering \Mih Congress, HHS. potients. and other 
health care providers to impiove the quality and atTordability of health care services. 

NACDS represents traditional drug stores and supennarkcls and mass merchants with 
phamiacies. Chains operate more than 40,000 pharmacies, and NACDS" chain member 
companies include regional chains, with u minimum of four stores, and national companies. 
Cliains employ more than 3.2 million indi\iduals. including 1 79.000 phannacisu. They fill 
over 2.9 billion prescriptions yearly, and help patients use medicines correctly and safely, 
while oHcring innovatric scr%'iccs that improve patient health and heaUhcarc affordability. 
NAC'DS members also include more than 850 supplier panneri and over 60 international 
members representing 22 countries. I-or more information, n isil www.NACDS.org. 

As the face of neighborhood healthcai e, community pharmacies and pharmacists provide 
access to prescription medications and over-the-counter products, as well as cosl-clTccUvc 
health serv ices such as inimuni/ntions and disease screenings. Through personal intcractioas 
with patients, face-to-face consullalions, and convenient access to prc\ cnlive care services, 
local pharmacists are helping to shape the healthcare delivery system of tomorrow — in 
partnership with doctors, nurses and others. 

NACDS believes retail pharmacists can play a vital role in strengthening the Medicare 
pnigram by greatly impnn ing beneficiary health while reducing program spending: 
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including through improving access for underserv'ed Ijenefidaiies and Ihe better use of 
medication therapy management fMTM) scrv'ices. 

Phnrmucists as Providers 

As the U.S. healthcare system coolmucs to evolve, a pre\ ailing issue tvill be the adequacy of 
access to aftbrdable, qualt^' healthcare. The national physician shortage coupled widi the 
continued expansion of health insurance coverage in recent years will have serious 
implications tor the nation's healthcare system. Access, quality , cost and eniciency in 
healthcare arc all cniical lactorN especially to the medically underserved. Witliout ensuring 
access to requisite healtlicare services for this vulnerable population, it wiW be very diflicult 
for the nation lo achieve the aims ofheallhcare reform. 

llie mcdically-imderscrv ed population includes seniors with cultural or linguistic access 
bamers, residents of public hoiusing. persons with HIV/ AIDS, as well as rural populations 
and many others. Significant consideration should be given to innovative initiatives within 
the medically uiidcrsetvcd population lo enhance healthcare capacity and strengthen 
community partnerships lo olTsel provider shortages and the surge in individuals with 
healthcare covcnigc. 

Pharmaci.sm play an increasingly important role in the delivery of serv ices, including key 
roles in new models of care beyond the traditional fcc-for-scrvicc siruclurc. Pliamiacisls arc 


engaged with other profeSvsionaU and participating in models of care based on quality of 
services and outcomes, such as accountable cure organizations (ACOs). Pburmaeisl.s nos\ 
commonly provide immunizations MTM ser\ ices. 
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In addition to medication adherence serv icc!;* such as MTM, pharmacists are capable of 
providing many other cost-saving services (subject to slate scope of practice laws). 

I'xamples include access to healUi tests, helping to manage clironic conditions such a.s 
diabetes and heart disease, plus expanded immuni^^ation serv ices. However, the lack of 
pharmacisl recognition as a provider by third-party payors, including Medicare and 
Medicaid, limits the numbei- and types of serv ices pharmacists can provide, even though hilly 
qualified to do so. Retail phannacies are otten the most readily accessible healtlicare 
provider Research shows that nearly all Americans (94 percent) li^ c williin live tniJc.s of a 
retail pharmacy. Such access is vital in reaching the medically underserv ed. 

We urge you to increase access to much-needed sen ices for underserv ed Medicare 
beneficiaries by supporting H.R. 592/S. 314, die Pharmacy and Medicafly Vndtn'sen'tid 
Areas Enhancement Act. which will allow Medicare Part H to utilize pharmacists to their full 
capability by pro\ iding tlio.se undersened beneficiaries with services (subject to state scope 
of practice laws) not currently reaching them. Tliis important legislation would lead not only 
to reduced overall healthcare costs, but also to increased access to healthcare services and 
improN cd healthcare quality, all of which is vital to ensuring a strong Medicare piogram. 

The Benefits of Pharmacist-Provided M'l'M 

Poor medication adherence costs the U.S. healthcare system S290 billion annually. 
Pharmacist-provided scniccs such as MTM are important tools in the elTort to improve 
medication adherence, patient health and healthcare alTordability. Studies ha\e shown that 
patients who are adlierent to their medications ha\ e more favorable health outcomes, such as 
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reduced mortality, and use fewer healthcare services (especially hospital readiniKsions and 
ER V isits). These studies included patients with ctirdiovascular disease, chronic obstructive 
pulmonary disease (COPO), high cholesterol and diabetes. C’urrent MTM lesirictions require 
that Medicare Part D bcncnciancs suffer from multiple chronic conditions, be prescribed 
multiple medications, and meet a minimum annual co.sl threshold of $.^,1.^8 in 2015 for their 
prescriptions before they are eligible for Part D MTM. According to the CMS MTM Fact 
Sheet, opproximaiely 85% of program.^ opt lo target beneficiaries with at least three cltronie 
diseases in 2014. This is a contnbuling factor lo the lower than projected eligibility lev els in 
the MTM program. 

NACDS has long been supportive of exploring new and innovativ e approaches to improve 
the Part D Ml M program. One of the approaches we believ e can be successfiil is the 
Enlranccd MTM Model pilot allowing Part D plans the opportunity lo utilize new and 
innovative approaches lo MTM. such as more efficient outreach and targeting strategies and 
tailoring the level of serv ices to the benefieiary 's necd.s. The Enhanced MTM Pilot program 
pieseiiLs an opportunity lo create better alignment of program incentives and has the potential 
lo lead lo improved access to MTM serv ices for beneficiaries and greater medication 
aJlicrence. NAC'DS believes a successful model test must include retail comimmit)* 
pbarTnacist.s. Medication management services provided by community pharmacists improve 
patient care; improve collaboration among providers; optimize medication use for improved 
patient outcomes; contribute lo medication error prevention; improve hospital and 
readimssion cost avoidance; and enable patients lo be more actively involved in medication 
self-management. 
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Since the pilol is scheduled lo Iasi for five years beginiun^ in 2017, we also urge lawmakers 
to explore new and innovative approaches lo improving the Purl U MITSI program that could 
be implemented in the short term. NAC'DS beHe\ es one short term approach is more 
elllcicnily targeting beneficiaries who can most benefit from the sci^ iccs that will improve 
medication adherence and overall program eftectiveness. C’ongress recognized the 
importance ol'MTM on a bipailisan basis, including it as a required offering in the Medicare 
Part D program. Wc urge Congress to build on this earlier aciion and strengthen the MTM 
benefit in Mcdicaiv Part D through support of legislation such as that introduced by Sen. Pal 
Roberts (R-KS) and Sen. Jeanne Shaheen (D-NM), S. 776, the Medication Therapy 
Manag&netu Umpowerment Act of 2015. which will provide access lo M'l'M for beneficiaries 
with diabetes, cardiovascular disease, CCJPD, and high cholesterol. 

Conclusion 

NACDS thanks the Subcommittee for consideration of our comments. We look forw ard lo 
working with policymakers and stakeholders on finding ways to preserve and strengthen the 
Medicare program. 
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President and CEO 
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Hearing on "Preserving and Strengthening Medicare." 
Washington, D(' 
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Clininiian Tibcii niul Ranking Member McDennoit. 


1 am Max Richliuaii. Piesidcnt and Chief Executive Officer of the National Committee to Preserx'e 
.Social Security and Medicare, and 1 appreciate the opporiiuhly to Mthinil this slaiemcnt for the 
lecord Willi iiiiilioiis of iiieiubeni and supporters across America, tlie National Coiiiiiiittee is a 
grassroots advocacy attd education organization dedicated to preserving and strengtlicniiig safety net 
programs, including Social Secunty. Medicare ami Medicaid, flicsc programs arc the I'oundalion of 
financial and health seciiiiiy for older Aiuencaiis. but niiproveincnts aie needed to ensure that 
beneticuines receive the care they need and that tliey are protected from imatTordable oiil*of'pocket 
costs. 


Medicare’s Success 

Last July, we celebrated the 50ih anniversary ofMedicare • one of out nation’s most popular and 
successful piogiaiiis > being sigued iuto law by President Lyndon Johnson Before the euacuueut of 
Medicare in 1 965. only 50 petceiii of seiuors had hcaltli m.siuimcc and 35 percent lived in poveity. 


10 G Street. ME, Suite 600 • Washington. DC 20002-4215 • 202-216-0420 • www.ncpssnn.org 
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Thai was a time when even a minor illness or injur>’ could bankrupt older Americans and iheti 
Tamilics Fast forward to 2015 when over 55, 3 million Americans arc receiving guaranteed health 
care benefils through the Medicare program regardless of their medical condition or income This 
includes 46.3 million Americans age 65 and above and 9 million Americans receiving Social 
Security disability insurance benefits Hy the lime the la.st of the baby boomers reaches age 65, it is 
expected that close to 80 million people will be covered through Medicare. Together with Social 
Security and Medicaid, Medicare fonns the bedrock of economic security and health security' for 
today's seniors and for lonioirow 's uiia'cs as well as for individuals w ho became disabled. 

Minding the Gaps in Medicare Coverage 

Medicare goes a long way in preventing poverty' and promoting greater access to health care for 
people 65 years of age and older and people with disabilities. However, Medicare coverage is not 
comprehensive. In addition to Medicare’s cosi-shanng - for premiums, deductibles and coinsurance 
- Medicare beneficiaries must pay oui-of*poekel for gaps ui Medicare coverage. The standard 
Medicare benefit does not cover hearing, dental and vision care and most long-term services and 
supports Iliese coverage gaps often come as a surprise to beneticianes when they need these 
services, and they are a great financial burden or unaffordable for many people. In 
2014, Medicare households spent over twice as much as the average household on out-of-pocket 
health care costs even though half of all Medicare beneficiaries had incomes below $24,150 Older 
Amencans should not have to choo.se between paying for health care, food or utilities. Medicare 
bcnelils must be improved, not cut. and Medicare’s long-term solvency must be strengthened. 

In Its 50 year hi.siory. Medicare ha.s demoasiratcd lliat it is a dynamic program, niecung ibe changing 
demographic and health security needs of older Americans Starting m 1966. Medicare provided 

1 
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only hospital and outpatiem coverage, through Medicare Part A and B. and onlv to people 65 and 
older In 197;^, coverage was added for individuals with disabiliiies and end-stage renal disease 
Starting m 1982. Medicare provided coverage for hospice care, a prescnption drug bencru was added 
m 2003 and mental healdi benetits were significantly improved m 2008 And the Affordable Care 
Act, passed in 2010. includes many Medicare improvements to promote better health and save 
money 

I'hc Alfordable Care Acl_Su;cnglhens Mcdican: 

Medicare's solvency and benefus were strengthened by the Affordable Care Act (AC A). It improves 
care for Medicare bcncficianes by eliminating out-of-pocket costs for pres entivc screenings, annual 
wellness visits and personalized prev'enlion plans; providing discounts on prescription drugs in the 
Part D coverage gap known as the “donut hole." which will be phased out by 2020; and providing 
incentives to improve the quality of care The ACA strengthens Medicare’s financing by reducing 
waste, fraud and abuse, slowmg the rate of mcrease in payments to providers; and pbasmg out 
overpaymcni-s to pnv’aie Medicare .Advantage plans. Projections of the solvency of the Pan A Trust 
Fund have mcreased by 1 3 years since passage of the ACA. There's a lot to celebrate about 
Medicare’s past and, Uianks to the Affordable Care Act. a more hopeful outlook for the present and 
future 

Improving Medicare’s Payment and Delivery Systems 

The National Committee to Preserve Social Security and Medicare's Legislative Agenda for the 
1 14ih C’ongress 2nd Ses.sion. http; 'www neps-sm org Portals 0. pdf lcgislative-agenda-2016.pdf. 
includes several proposals for strengthening the Medicare program and enltanctng benefits One of 
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our priorities is sircngthemng iradiUoual Medicare by building on the Affordable Care Act's payment 
and delivery system reforms dial arc containing costs and promoting higb-qualUy care Accountable 
care organiiiations. medical homes, bundled payments and yalue-based purchasmg are improving and 
coordinating care for beneficiaries with multiple chrome conditions as well as reducing costs In pan 
because of the savings in the ACA. the growili in Medicare spending per cnrollec has slowed 
significantly in recent years Spending per enroUee in 2015 was about 
SI. 200 lower than was projected in 2010 (Source: luip: ’'liff.org/medicare'^£aci-shect medicare* 
spcnding-and-linancing-facl-shcet) 

Hxpanding Medicare Benefits 

The Naiionat Committee's legislative agenda includes many proposals to nnprove current Medicare 
benefits, including; 

* Enact a Catastrophic Oul-ur>Pocket Limit for Spending in Traditional Medicare. 

There arc various deductibles and copayments for ser\'ices which are covered bv Medicare. 
The Pan A deductible and other cost*sharing arc quite high Medicare does not has'c a limit 
a so-called "slop-loss" or catastrophic cap - on annual out-of-pocket spending A 
catastrophic out-of-pocket limit on spending and a combined Pari A and Part R deductible 
would bring Medicare more in line with large-employer plans and the F ederal Employees 
Health Bcnetils Program (FEHBP). A recent i crsion of this approach - Medicare Essential 
would provide a new public plan with a comprehensive benefil package as an alternative to 
traditional Medicare and Medicare Advantage. It w ould combine Medicare's hospital, 
physician and prescription dnig cov ernge into an integrated benefit with an annual limit on 
oul-of-pockci expenses for covered benefits. 
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• ('uuDt Observalion Day« Toward Meeting the Three-Day Rule. 

Medicare bcncHcianc^ are being denied accents to Medicare's .skilled nursing facility (SNF) 
benefit because acute can.' hospitals aie increasingly classifying then patients as ' outpatients'* 
receiving observation services, rather than admitting them as inpalienis. Under the Medicare 
statute, paiietiis must have an inpatient hospital slay of three or more consecutive day.s, not 
counting the day of discharge, in order to meet Medicare criteria for coverage of po.st-acute 
care m a SNT As a result, although the care received by patients in observation status is 
indi.stinguishabie from the care received by inpatients, outpatients m observ'aiion who need 
Follow up care in a SNF do not qualify lor Medicare coverage Observation slays must be 
counted toward the threo-day mandatory' inpatient slay for Medicare coverage of SNF 
services Consideration should also be given to limiting bcneficianes' pav'ments to the lesser 
of inpatient or ouipaiieni co.sLs. 

• Provide VKion, Dental and Hearing Coverage. 

Medicare does not pay for routine dental care and dentures, routine vision cate or eyeglasses, 
or hearing e.xam.s and hearing aids, all services of great importance to many older people and 
which contribute to their high out-of-pocket health care costs. Medicare benefits should be 
expanded to cover vision, dental and hearing health serv ices and equipment because thev are 
important for healthy aging 

With respect to hearing benefits, the National Commmec supports Il.R 1653. the Medicare Hearing 
Aid Coverage Act.** legislation introduced by Congresswoman Debbie DingcII to expand coverage in 
the Medicare program to include bearmg assessments and hearing aids. Passage of this legislation 
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would muaii that millions of seniors with hearing loss could tlnally get the help they need to pay for 
assessments and tieauncnts 

The National Committee foundation has published an issue brief 'The Case for Expandmg 
Medicare Hearing hoss' The bconomic, Social and Medical Factors Impacting Healthy Aging" 
hup: www.ncpssmfouiidauon.org Portals- 0/case-for-expanding-raedicare.pdf to demonstrate why 
Medicare should cover hearing aids which can range an>’%vhere Irom 53000 - 57000 Many older 
Amencans on modest, lixcd incomes suuply cannot atford to pay out-of-pocket for their hearing, 
vision and dental care They go without needed irealmcnls In the ca.se of hearing loss, this means 
that safety risks are increased because they can i hear a car coming or can’l hear the phone ringing or 
an alarm going oil' 1'hcy can l clearly hear the instructions from their doctor during a check-up 
which could lead to mistakes in taking therr medications. They can't hear so they get confused, 
embarrassed or frustrated, and they gradually w ithdraw from their normal roiitme of activities This 
isolation may be linked to the early onset of dementia or Al/hcimer's disease. If lieanng aid 
coverage could slow the onset of these dreaded neurologic diseases, billions of dollars in Medicare 
and Medicaid spending could be saved. Thai’s why C'ongre.ss should enact Reprcsenialive DingcU's 
bill and consider other proposals to improve Medicare benefits 

Proposals to Make Benefit ImproveineiUs Affordable 

fnaciment of the Affordable Care Ac! is the most recent example of how lawmakers paid for and 
expanded Mtsdicare hcneiils. Today, there are several proposni.s available to offset the cost of 
expanding Medicare benefits that we have included in the National Committee's legislauve agenda 
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Curbing high drug costs is a prune area to achieve savmgs for seniors, drug costs are uuponant 
because of their impact on out-of-pocket costs and their potential to threaten the susiainabiliiy of 
Medicare and Medicaid High drug prices are having a direct impact on beneficiaries’ Part D costs. 
The ten most popular stand-alone Pan D plans, representing more Uian 80 percent of ptesenphon 
drug plan enrollment, will see average premium increases of 8 percent in 2016 Accelerating the 
closure of the Part D coverage gap would allow beneficiaries lo receive needed (Inancial relief 

High drug costs impact the Medicare Part B program as well, as many high cost drugs such as cancer 
drugs are administered in physician otfices A Government Accountability Office study found that 
nearly two-thirds of new Pan B drugs had expenditures per beneficiary^ in excess of SO.OOO m 2013- 

Due to Medicare Part B coinsurance, bcncficiancs who are presenbed drugs shoulder 20 percent of 
the costs of their drugs And there is no out-of-pocket cap for Part B expenses In 2013. 
bcneltciancs' share of the cost of these drugs ranged from $1,900 to SJ 07.000 per drug While many 
beneficiaries have supplemental msurance to help pay for their out-of-pocket costs, the impact on 
beneficiaries who need these dnigs and who are without supplemental coverage is potentially 
dcvasiaimg. 

Without action, drug prices will contmue to put pressure on the Medicare program. Total per 
beneficiary costs for the Medicare prescription drug program grew by almost 1 1 percent in 2014. 
driven largely by specialty drugs. According to the Centers for Medicare and Medicaid Sers ices. 
total Medicare subsidies, known as reinsurance, paid to Part D plans with enrollccs that have 
especially high drug costs have grown by more than three times the rate of premium growth 
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Over the long lemi, these trends will continue to unnecessarily drive up costs for tlie program Total 
Medicare Part H drug expenditures grew at an average annual rate of 4 4 percent from 2007 through 
2013. which ts at a much higher mte than inflation over (hat time Hungs will only get worsens 
hundreds of expensive new drugs cuncnily m development make their way to market 

We therefore support a range of policies that would reduce drug prices for the Medicare program As 
a threshold matter, the cost of drug development needs to be made more transparent Greater 
transparency ts needed around pneing. Purchasers and payers need a belter understanding of what a 
reasonable price fora product is ba.sed on clinical evidence of effectiveness and on a reasonable 
return on the cost of development When consideniig ways to make Medicare more efficient, the 
Ways and Means Committee should monitor the implementation of vanous state laws that require 
drug manufacturers to divulge the costs associated with conducting clinical Inals, the costs associated 
with mamifacturmg drugs, and tlie amount of government subsidies received for research The 
committee should consider ways that Medicare and Medicaid could collect and use this kind ol 
information to inform reimbursement decisions. 

Sole source drugs create a panicular problem for policy makers The issue is especially problematic 
for Medicare, which does not receive inanulacutrer rebates and is prohibited from direct price 
negotiation with drug manufactuiers The National Committee supports lifting this prohibition. That 
IS why we support H R 4207. the Medicare Fair Drug Pricing Act. introduced by Represenlau\'c Jan 
Schakowsky, which provides such authority to the Seereiarj' of Health and Human Services for sole 
source drugs. 

.Additional savings could be achieved from restoring the pharmaceutical drug company rebates for 
medicines prescribed to dual-eligibles. those on both Medicare and Medicaid, which could generate 
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$121 billion over ten yearb. In Addition, more savings could be acv)uifed by allowing the government 
to negoliatc Pan D prescnption drug prices, stopping pay-ror-delay agreemcnis that keep less 
expensive generic drugs olT die market, promoting faster development of generic biologic drugs, 
aligning Medicare Advantage (MA) and traditional Medicare payments, and halting the practice of 
“upcoding" that some M.\ plans engage in to receive higher payments. FinalK\ increa.sing National 
Institutes of Health Alzheimer 's research funduig could curb rising Medicare costs associated with 
the disease and other dementias, and save millions of lives. 

ConciusioD 

Medicare has provided five decades of quality health care coverage to seniors and people with 
disabilities while lifting generations of Americans out of poverA*. It has accomplished this at a cost 
consistent with or lower than the increase m private health iasurance premiums. Medicare's success 
has made the program treniendausly popular Across party lines and all age groups, large majorities 
support our efforts to protect and improve Medicare benefits for all Americans 

Since 1965. Congress has gradually erased some of Medicare's coverage gaps, but more must be 
done to make benefits comprehensive and health care delivery more efficient without compromising 
the qualitv or accessibility of care 

We urge Congress to focus on improving Medicare willi a new sense of urgency because the program 
when combined w ith Social Sccuniy has become increasingly iniporianl to Uic economic secunly 
of millions of retirees. Stagnant wages are grinding away at the middle class’s ability to save for 
retirement Many employers have significantly scaled back or eliminated the traditional retirement 
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benefits olTered lo iheu employees As a result, current and future retirees cannot afford proposals to 
cut benefits, raise (he eligibility age or phvati/.e the progmin. 

Now IS the time to build on the program’s successes in keepiitg older Amencans healthy and "nut of 
the poor house ** While containing costs for seniors and the program itself, we should be supporting 
proposals to expand beneiits so that Medicare provides comprehensive and aflbrdable health care 
coverage 

Thank you again for the opponunity lo share the National ('ommittec’s views on the future of 
Medicare 
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